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EDITORIAL SECTION 








1922 BUSINESS 


According to information reaching this office it 
would appear that 1922 will prove to be a success- 
ful life insurance year. 

Material increases have been made in assets. The 
volume of new insurance written will prove to be 
of no mean proportion. The mortality experience 
favorable. 

Unless unexpected results occur during the two 
remaining months of the year the majority of com- 
panies will show an increase in surplus, or “special 
funds,’ which will be reflected in not a few com- 
panies by an increase in the scale of dividends. 

The scientific attention now being given to the 
selection of agents, particularly the solicitors for 
insurance and the great improvement that has been 
made by agents in mastering the technical know- 
ledge necessary to properly present the advantages 
of “Tax Insurance” and “Business Insurance” is 
producing an effect satisfying, to all parties in 
interest—the insured, the company and the agent. 

In a word, the outlook for life insurance is bright. 





SELECTING THE RIGHT TYPE OF 
SALESMAN 
Phoenix Mutual Releases Results of Pioneer Study 
to Field Managerial Staff 

In insurance as in many other industries scientific 
methods have been applied to the production end of 
the business. The insurance risk is scientifically 
underwritten and insurance rates are scientifically 
calculated. It is only recently that attention 
has been given to applying scientific methods 
to the distribution of any product, but it seems 
indisputable that the sales problems are to be solved 
through the application of scientific methods. 
While billions of dollars of life insurance have been 
sold by methods which have been evolved in the 
last seventy-five years of insurance marketing, 
there is no doubt that greater service can be rend- 
ered, and salesmen can accomplish greater results 
with less expenditure, if the same methods of 
eliminating waste and introducing more efficiency 











were applied to the marketing of insurance as they 
have been applied to manufacturing in general. 

The selection of the right type of representative 
strikes the great waste of life insurance distribution 
at its source. It tends to eliminate the expendi- 
tures for training, for supervision and for stimula- 
tion of the unsuccessful men; it reduces the high 
mortality and lapsation which follow the work of 
the poorly selected salesmen; and it hastens the 
elimination of the great retarding factor of sales- 


men inefficiently working the same territory over ' 


and over, which is a cause of sales resistance. 

The Field Managers of the Phoenix Mutual have 
just been furnished with an Agents Selection Man- 
ual entitled “Selecting the Right Type of Sales- 
man.” Vice President and Agency Manager, 
Winslow Russell, in the foreword refers to the 
manual as a primer and compares it to the early 
underwriting manuals as follows: 

“Not a great many years have passed since we were 
beginning to perfect a system for the selection of risks. 
The facts relative to height, weight, and medical 
impairments which are used by our underwriters today, 
are the result of a period of scientific investigation. 
Certain results obtained at first have been changed and 
added to, until today we have our present system of 
underwriting. 

In this primer of ours, we are giving to you the first 
results of our research work in the selection of sales- 
men. These results are subject to change and addi- 
tions, as we continue collecting data and making further 
investigations.” 

The primer presents the results of.a three year 
study of the Sales Research Division in unusually 
attractive and usable form. Whereas the mana- 
ger in the past has been underwriting the prospec- 
tive salesman largely on his own opinion, he now is 
furnished with certain facts which he can use to 
supplement his judgment of the potential selling 
possibilities of the new man. The difficulty of 
weighing the importance of unrelated facts regard- 
ing the prospective agent has been overcome by a 
numerical rating system, whereby a composite 
score Of the new man can be obtained and used as 
a guide post by the manager. The efforts to con- 
serve managerial time by a concise and simple 
method of presentation is shown throughout the 
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manual as illustrated by the nadie of page 6 which 
shows the significant facts pertaining to age. 


NUMBER OF SALESMEN SUCCEEDING AND FAILING OUT 
OF 100 IN EACH GROUP. 


Successes 
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Failures 
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AGES 
23 AND UNDER 
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The age chances of selecting a success are greatest when the 
age of the prospective salesman ranges between thirty-three and 
thirty-eight—Chances 64—36 of “picking a winner.” 


Two of the most convincing pages of the manual 
are those containing charts A and B which show 
the results of the adoption of scientific procedure 
in selecting new men. Chart A shows the waste 
which would have been prevented, had the present 
method of rating a prospective agent been in use 
in 1919, 1920 and 1921. Out of every 100 potential 
successes which applied for contracts in this period 
70 would have been retained and 30 would have 
been eliminated, while out of every 100 potential 
failures 63 would have been eliminated and 37 re- 
tained. To state the result in another way, the 
chances of “picking a winner” from the composite 
scores higher than 655 are 65 chances out of 


- hundred, while the chances of picking a failure 


from composite scores ranging below 655 are 68 out 
of a hundred. In other words, 68 men out of every 
hundred who fail could be saved this experience 
and the manager would avoid losing the money and 
energy expended in supervising, training and stim- 
ulating the salesman who, a study of past exper- 
ience shows, is of the type generally failing. 


THE ACTURIAL SOCIETY OF AMERICA 
The semi-annual meeting of this society was held 
on Thursday and Friday, October 19 and 20, at 
Hartford, Conn. The following papers were read 
and discussed: 
“Some Aspects of the Selection of Risks” by 
Ray D. Murphy. 





“Mortality Study of Impaired Lives: a. Inflam- 
matory Rheumatism, b. Tuberculosis of Lungs and 
Blood Spitting” by Arthur Hunter and Dr. Oscar 
H. Rogers. 

“Personal Accident & Health Insurance” 
John M. Laird. 

“Recent Mortality” by Henry Moir. 

“The Adjustment of Population Returns at In- 
fantile Ages in the Absence of Birth Statistics” by 
Robert Henderson. 

These additions to the archives of the society 
are of much value to life underwriters. 

While it is not feasible to print the papers in full 
the following abstracts thereof will we trust be of 
interest to our readers. 


by 


MORTALITY STUDY OF IMPAIRED LIVES 


a. Inflammatory Rheumatism. 
b. Tuberculosis of Lungs and Blood Spitting. 


by Arthur Hunter and Dr. Oscar H. Rogers. 


This study is similar in content and purpose to former 
studies by these authors, discussing the insurance 
significance of certain medical impairments. The 
particular impairments dealt with in the present in- 
stances are (1) history of inflammatory rheumatism (2) 
cardiac complications in connection therewith (3) 
history of blood spitting and (4) cured tuberculosis. 

A severe attack of acute articular rheumatism is, 
during the years immediately following the attack, a 
distinct impairment. With the lapse of time, the rating 
may be decreased, the cure having led to the elimination 
of the foci of infection. Mitral regurgitation with no 
hypertrophy indicates a rate of mortality 2% to 3 times 
the normal rate, and, where moderate hypertrophy 
exists, 3 to 4%4 times the normal rate. 

History of blood spitting or of cured tuberculosis 
points to a mortality of 150% to 200% of normal in 
case of underweights and toa less degree of impairment 
for average weights and overweights. In case the 
history falls within the last five years the mortality 
is exceedingly heavy for ages under 40, ranging from 
about 175% of normal for overweights to about 300% 
for underweights. 

_ Schedules of numerical ratings are given for all of 
these impairments. It may be added that the entire 
study has to do with underaverage, not normal, lives. 


SOME ASPECTS OF THE SELECTION OF RISKS 
by Ray D. Murphy 


Many papers in recent years have dealt with the 
experience of various companies under certain special 
types of impairment but this present paper has to do 
with general considerations. In connection with the 
limiting of the amount of personal insurance in case 
of an individual applicant, the amount of Ordinary 
Life Insurance purchasable by a reasonable proportion 
of applicant’s income is assigned as a tentative limit, 
whether the plan actually applied for is either higher 
priced or lower priced than Ordinary Life. In case 
of Business Insurance, the amount might be limited to, 
say, five times the annual compensation of the life 
insured. It is pointed out that such rules must be 
very flexible as the applicant’s income cannot usually 
be learned with exactness. The question of limit of 
insurance according to age is also given careful 
consideration. 


. (Continued on next page) 
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THE ACTURIAL SOCIETY OF AMERICA—Continued 


The author takes occasion to refer to some common 
misapprehensions in connection with the application 
of the numerical rating system especially when inter- 
—_— exist between two or more phases of the 
risk. 
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PERSONAL ACCIDENT & HEALTH INSURANCE 
by John M. Laird 


The subject is comprehensively discussed from the 
point of view of (1) “Commercial” Accident and Health 
Insurance (2) “Non-cancellable” Accident and Health 
Insurance and (3) special benefits in connection with 
life policies. The special difficulties peculiar to this 
class of contract not only in the framing of policies 
but in the underwriting of risks and in admission of 
claims are discussed. The feature of Disability Insur- 
ance which makes special care necessary is that the 
“amount at risk,” being the commuted value of future 
possible claim payments, commonly increases during 
the currency of the contract whereas in Ordinary Life 
and Endowment Insurance policies the “amount at 
risk” steadily decreases. In view of the extended use 
of accident and disability benefits in connection with 
life insurance policies, this discussion of certain under- 
writing phases of this type of insurance is of special 
interest to the actuaries of life companies at this time. 


RECENT MORTALITY 
by Henry Moir 


The need of constant observation of the trend of 
mortality is emphasized and a method of keeping such 
information up-to-date is indicated. A comparisen be- 
tween the current year’s and the previous year’s experience 
will be valuable on account of seasonal influences aftecting 
the successive months of a single year. It is stated that 
the 1922 mortality experience of the average American 
company seems to be running just as favorably as it did 
during 1921. Numerous tables testify to the inappropriate- 
ness of the American Experience Table for use in dis- 
tributing mortality profits. 


THE ADJUSTMENT OF POPULATION RETURNS 
AT INFANTILE AGES IN THE ABSENCE OF 
BIRTH STATISTICS 


by Robert Henderson 


It was observed that, in the recently published United 
States Life Tables, the official readjustment of popula- 
tion at the infantile ages, although based on the as- 
sumption that the population at ages 2, 3 and 4 last 
birthday combined was correct in total but incorrectly 
distributed, appeared to give a_ total population at 
those ages about one percent less than original statistics. 
The author has devised and here explains a method 
which avoids such a result. 


ASSOCIATION OF LIFE INSURANCE PRESIDENTS 
Announcement of Annual Meetings 


Mr. Darwin P. Kingsley, President of the New York 
Life Insurance Company, will preside at the Sixteenth 
Annual Convention of the Association of Life Insurance 
Presidents, to be held at the Hotel Astor, New York 
City, on Thursday and Friday, December 7t! and 8th. 
The underlying theme of the Convention will be “Waste— 
The Chief Obstacle to Complete Business Recovery.” 
This will be discussed from the specific viewpoint of life 
insurance, and also from general business and Govern- 
mental angles. 


The companies throughout the country are preparing 
statistical surveys of their current activities, which, when 





October 31, 1922 





—_— ----- a “ -_ — —- 


= ee +S — ee _ 


compiled and presented at the convention, will show 
trends of the various departments of life insurance inter- 
preting present national economic conditions. ‘These sur- 
veys include the amount of new insurance being bought 
by the American people, the meeting of economic demands 
in the different sections of the country through the invest- 


ment of insurance funds, the attitude of policyholders with - 


respect to borrowing on their policies as well as_ the 
maintenance of old insurance and the physical condition 
of the American people in 1922, reflected in the current 
mortality experience of the companies. 


Formal invitations to attend the convention are now 
being mailed by the association. In an announcement 
accompanying the invitation, manager tt T. Wight, 
of the association, says: 


“More than any previous year, 1922 emphasizes the 
cordial spirit existing between the various life insur- 
ance companies, disclosing an increasing measure of co- 
operation in giving the institution its proper place in the 
mind of the country. Life insurance is making its practi- 
cal visible contribution toward the consummation of 
general business recovery. That its position is recognized 
outside of the home offices and policyholders is demon- 
strated by the fact that the United States Department 
of Commerce recently sought from the companies monthly 
statistics of new business for publication in Government 
reports. What the companies themselves have always 
known is now officially recognized, that life insurance 
contributes directly to the stabilization of business, habits 
of economy and preservation from individual misfortune. 
These reports of new business become the index therefore, 
to material and moral growth among the people. 


“The spirit of the year’s progress will be reflected in 
the program of the Sixteenth Annual Convention of the 
Association of Life Insurance Presidents. The cumulative 
monthly statistics of new business show life insurance 
slowly but surely fighting its way to the high peak of 
1920. Company managers are further studying the 
elimination of waste effort in the production of new life 
insurance and in maintaining it on the books after it is 
written. To broaden the work of the convention and 
give it a general as well as a specific interest this year’s 
theme will be ‘Waste—the Chief Obstacle to Complete 
Business Recovery.’ The discussion of life insurance 
topics will aid and stimulate other lines of business 
activity and insurance will be benefited by discussions 
from prominent men potential in their own fields. 


“Twenty years ago the investment side of life insurance 
was relatively of less general interest than the volume 
of business written. 
indicate the stability of life insurance, but in addition ar 
vitalizing factors in the nation’s material developmen 
furnishing an ever present topic of intelligent interest, 
in measuring the country’s effort not only to return to 
normal conditions, but to surpass them. In agricultural 
development, in meeting housing needs, in helping to 
maintain and expand railroad systems, in contributing to 
the support of the Federal Government through large 
bondholdings and in other fields of service, life insurance 
is a commanding, component part of American progress. 
The trend of this year in these investments will be dis- 
cussed at the convention. 


“As life insurance investments have evolved from 
minor to general interest it requires no prophet to project 
the idea that the current mortality statistics of the com- 
panies will some day be equally sought and widely 
utilized as a guide to the country’s health conditions. 
Mortality statistics presented at last year’s convention 
depicted national health conditions, unrecorded at the 
time by governmental agencies but later confirmed by 
state and federal publications. This year’s mortality 
experience, almost to the time of the meeting, will be 
submitted with a discussion of its significance and the 
lessons to be drawn therefrom. 


“Other national lines of activity, coming in contact .with 
different phases of life insurance, which will be represented 
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on this year’s program, include the railroads, the universi- 
ties and the institution of banking, officials of state and 
federal governments also have been invited to participate. 

“The informal table d’hote luncheons of the last two 
conventions will be repeated.” 

Mr. Darwin P. Kingsley, President of the New York 
Life Insurance Company, will preside over the convention. 
Topics and speakers will be announced hereafter. 

These meetings in the past have been of immerfse im- 
portance in extending the knowledge of life insurance 
and its close relation to business as well as to all forms 
of human endeavor. 





AMERICA4 VN INSTITUTE OF ACTUARIES 
FALL MEETING 


The Fall Meeting of the Institute will be held on November 
second and third at Hotel Chase, St. Louis, Missouri, The 
Board of Governors will meet at 9 a. m. on November second 
and the Institute will convene at 10 o’clock,. The program 
states: 

Discussion of Papers Presented at the Annual Meeting in 
June, 1922: 

1. Surrender and 
Evans. 


Non-Forfeiture Values—Percy H. 


2. Fundamental Annuities for Calculating Total and 
Permanent Disability Reserves Based on Hunter’s 
Tables and 3 per cent Interest—J. Philip Bower- 
man, 


3. Benefits and Contributions 
tems.—Charles E, Brooks. 


under Retirement Sys- 


4. A review of Some of the Earlier Methods of Surplus 
Distributions, Some Proposed Methods and some 
Methods Currently in Use by Life Companies in 
the United States.—J. Chas. Rietz. 


Informal Discussion of the following Topics: 
Conservation of Business. 

Reinstatement of Lapsed Policies. 

Agency Problems. 

Disability and Double Indemnity Benefits. 
Substandard Insurance, 

Reinsurance. 


AMP YN 


THE COLLATERAL TRUST BOND 


At the recent annual meeting of the American Life 
Convention, William H. Hunt, President of the Cleveland 
Life, read a paper on “The Overloaded Collateral Trust 
3ond. How Does it Effect the Business of Life Insurance 
and Bank Savings?” 

Mr. Hunt’s conclusions were: 

A comparatively new and dangerous device has been 
found to separate the public from its savings and to 
hinder the Life Insurance Company and legitimate Bank- 
ing in the larger service they might otherwise render for 
community welfare. I refer to loaded “Collateral Trust” 
Bonds sold by concerns and individuals whose known 
record identifies them with stock-selling schemes that 
have cost chiefly the small investor, hundreds of millions 
of dollars. 

SCIENTIFIC SALESMANSHIP had its beginning in 
the field of Life Insurance. There can be no objection 
when banks and trust companies and reputable investment 
houses employ arguments used in the sale of Life Insur- 
ance, in order to encourage thrift and savings. This 
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stimulates business and adds to the general prosperity. 
But the PERVERSION OF THE PRINCIPLES OF 
LIFE INSURANCE SALESMANSHIP to the exploita- 
tion of overloaded bonds and stock-selling schemes is 
fraught with grave danger. 


A former Vice-president of one of the large Life Insur- 
ance Companies of New York City, a man skilled in the 
art of Life Insurance salesmanship, has become an active 
official of an ambitious “Collateral Trust” Bond or Mort- 
gage concern which is selling its wares to small purchasers 
in almost every state of the union. He asserts that he 
was attracted to this organization because “IT WAS 
EMPLOYING THE PRINCIPLES OF LIFE INSUR- 
ANCE SALESMANSHIP” and mark you, in the sale of 
its bonds and stocks on the INSTALLMENT PLAN. 
The public is encouraged to believe that this company’s 
capital stock and surplus operates to protect the purchaser 
of its bonds and stocks QUITE AS DOES THE LEGAL 
RESERVE IN LIFE INSURANCE. And yet, its present 
guaranteed obligations are many times in excess of its 
entire resources. One similar concern has guaranteed 
35 times more “Collateral Trust” Bonds than its entire 
capital and surplus and another, more than 200 ‘times its 
capital and surplus. 


The ways of these concerns are shadowy and myster- 
ious. Their operations defy the traditions of sound 
finance. The light does not penetrate their so-called 
“Trusts.” Hence, representations made of WHAT NOT 
security are of doubtful value and—THE PUBLIC IS 
ASKED TO PLACE CONFIDENCE IN THEIR 
OBSCURE “COLLATERAL TRUSTS” FOR VARY- 
ING PERIODS AS LONG AS 20 AND MORE YEARS. 


Schools of instruction are maintained by these organi- 
zations. Life Insurance selling methods are taught. The 
salesmen thus equipped, proceed to sell loaded “Collateral 
Trust” bonds and stocks on the INSTALLMENT PLAN, 
characterizing their “System” as an ENDOWMENT 
PLAN, or using other terms appropriate to the business 
of Life Insurance. They talk Fireside, make the Heart 
Appeal, Protection of Loved Ones, Provision Against 
Old Age, Thrift and Savings, etc. 

The prospect thus deceived, is given a receipt for his 
FIRST INSTALLMENT PAYMENT upon an over- 
loaded bond or a stock of doubtful value and which carries 
NO FORM OF LIFE INSURANCE PROTECTION 
WHATEVER. This is vicious competition with legal 
reserve Life Insurance and other soundly managed institu- 
tions which draw their strength and nourishment from the 
thrifty. Life Insurance premiums and Bank Savings pro- 
vide the life blood for legitimate business enterprises. 
With infinite care, great organizations and others of lesser 
magnitude but equally worthy, have built upon the firm 
foundation of conservative principles and have used their 
resources to aid in the up-building of successful American 
Industries. 

The public, IF IT WILL, can determine the $1,000 
bond or certificate of stock which is a good investment 
when sold by a bank, a trust company or an investment 
house that has a past record upon which to base an 
opinion as to entire responsibility, and— 

The public, IF IT WILL, can distinguish the bond or 
stock which is highly speculative, if not likely to be 

(Continued on next page)* 
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COLLATERAL TRUST BOND—Continued 
found worthless when purchased from dealers 
have not an established good repute. 

In any event: 


No $1,000 “Collateral Trust” or other form of bond 
purchased on the INSTALLMENT PLAN is the equiva- 
lent of a $1,000 Life Insurance contract with any legal 
reserve Life Insurance Company. BEWARE PARTICU- 
LARLY, of the “Collateral Trust” or any bond or stock 
sold on the INSTALI.MENT PLAN, unless dealing witha 
bank, trust company or investment house of unquestioned 
integrity and responsibility. 


that 





INCOME TAX AND PREMIUM DEDUCTIONS 


The Text of the Second Ruling on Business Expenses 
Allowed as Deductions 


Section 214 (a) 1—Deductions allowed; business 


expenses. 


Section 214 (a) 1, article 101: Business expenses. 
Section 215, article 294.) Revenue Act of 1921. 


The taxpayer is engaged, for profit, in a certain venture 
in which his personal efforts are an important factor, 
the success or failure of which depends to a large degree 
on his ability to continue to carry on the work and to 
personally supervise the conduct of the business. 


To obtain financial aid in the undertaking, he has taken 
in a partner who has invested a considerable sum of 
money in the business, and a third partner is about to be 
taken in who is to invest additional funds. 


The taxpayer’s partners, feeling that they should have 
the protection of insurance on his life, have notified the 
taxpayer that their monevs will not be invested or allowed 
to remain in the business unless he purchases policies of 
insurance on his life, payable to each of the partners, 
for a sum sufficient to offset the loss which they believe 
would insure to them in case of his death. 


Inasmuch as the premiums on these two policies are 
to be paid by the taxpayer, he inquires whether or not 
the expense of such premiums is an allowable deduction 
in his income tax return. 


On the assumption that the proceeds of the policies in 
question, if paid, would not be used in satisfaction of any 
obligation of the taxpayer, ‘it is held that inasmuch as 
the payments of the premiums by the taxpayer are neces- 
sary to the operation of his business, such payments are 
allowable deductions as business expenses in his income 
tax return. 


(Also 





KENTUCKY INSURANCE DEPARTMENT 
Announces Ruling 


During the month of July, 1922, James F. Ramey, Insur- 
ance Commissioner of Kentucky, issued the following 
ruling: 

Ruling, dated July 5, 1922 


PREAMBLE 


“As it is the purpose and desire of this Department to 
so administer the insurance laws of this state that they 
will not impose any unnecessary burdens or expense upon 
those companies, societies or associations coming within 
their purview in the due course of business within this 
state and with the further view and hope of making 
clear and understandable the requirements of the insur- 
ance laws as construed by this Department and, more 
especially at this time, the construction and effects of 
the act of 1920 amending Section 644, Carrolls statutes 
granting to life insurance companies the authority to write 
accident and health insurance; I am giving you below my 
ruling on the said amendment, enlarging the powers of 
life insurance companies. 
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“Life insurance companies were writing accident and 
health insurance in Kentucky before the adoption of the 
act of 1920. It was the evident purpose of the legislature 
in passing the act to empower the companies to legally 
do what they were already doing and not to extend the 
generic term “Life Insurance” to embrace the generic 
term “Casualty Insurance” under which accident and 
health insurance is classed. Under this reasoning I have 
therefore ruled that an agent of a life insurance company 
must be licensed as such—paying the fee as such and 
authorized to solicit all the classes embraced under the 
generic term of life insurance as amended and enlarged 
under the act of 1920, and that the license of a life insur- 
ance agent should not be issued with the restricted author- 
ity to write only accident and health insurance by paying 
the fee for a casualty license. 

“This does not prohibit issuing of license to agents 
restricted to soliciting industrial life insurance as provided 
by law. 

“As to annual matumente it seems to me wholly un- 
necessary to render two separate and complete statements 
to furnish the information required by law when the 
funds of the company are mingled, whatever the source. 
If instead of the line in the annual statement now used 
to incorporate the income derived from accident and 
health business with the entire business of the company, 
the income from this source is given in detail and the 
same details furnished under disbursements then we will 
have all and the identical information furnished under 
the two separate statements heretofore required. 

“Should the blank annual statements that will be sent 
to the life companies this coming December, not have 
the proper printed forms to fill out giving this informa- 
tion in detail, there are sufficient blank lines that can be 
used for this purpose. This applies to all the details 
kept separate on the books of the company, such as 
liability for unearned premiums etc. 

“The expiration of all agents licenses on the first day 
of March in each year, is in accord with Section 762a— 
16 Carrolls Statutes of Kentucky and it is hoped will 
simplify the records of the Department as well as the 
companies.” 

Ruling 
Life Insurance Companies 
Certificate of Compliance 

“Effective July 1, 1922, only one Certificate of Compli- 
ance will be issued to Life Insurance Companies, and 
this certificate will be authority to write both ordinary 
and industrial insurance and also health and accident insur- 
ance under the designation of “Life Insurance” expressed 
in the Certificate of Compliance. 


Expiration 


“Every Certificate of Compliance will expire on rw ( 


30th, following date of issue. 


Fee 
“The fee will be one dollar ($1.00). 
Agents License Ordinary Life 

“Under the site of 1920, Section 644, Carrolls Statutes 
of Ky., the authority of life insurance companies was 
extended to embrace accident and health insurance. 
License to agents will therefore be issued as heretofore, 
on requisition by the company, to the agent, as an agent 
of the life company, and as such the agent will have 
authority to solicit ordinary life insurance, industrial life 
insurance and accident and health insurance, all granted 
under one license under the designation of “Life 
Insurance.” 


Fee :' 
The fee for above license will be five dollars ($5.00). 


Expiration 
“Every license will expire on March Ist following date 
of issue. 
Agents License Industrial Only 


“License to agents to solicit Industrial Insurance only 
will continue to be issued on requisition by the company 
which will authorize the agent to solicit industrial life 
insurance, and no other kind of insurance. 
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Fee 
“The fee for above license will be two dollars ($2.00). 
Expiration 
“Every Industrial agents license will expire on March 
Ist following date of issue. 


One Annual Statement 

“The act of 1920 extending the authority of life insurance 
companies to write accident and health insurance, con- 
tained the proviso that companies writing both life 
insurance and accident and health insurance, make a 
separate report of each kind. One annual statement 
containing report of life business and accident and health 
business separately, will be deemed a compliance with 
this proviso hereafter. 


Two Annual Statements 

“Companies writing both life insurance and accident 
and health insurance, that do not mingle the funds of one 
kind of insurance with those of the other, but make a 
division of their capital and surplus maintain the segrega- 
tion of these funds and of all business done and there- 
fore rendering two annual statements, differing wholly, 
one from the other, can continue to render to this Depart- 
ment two annual statements as heretofore done. 


Fee 
The fee for filing annual statements will be twenty-five 
dollars ($25.00) for each statement. 


Retaliatory Law 

“The foregoing fees are those chargeable by the laws 
of this state. When by the laws of any other state larger 
fees are imposed upon companies organized in another 
state, then this Department will impose upon a company 
organized in such state, the same larger fee.” 

Ruling 
July 17, 1922 

“Whereas by Section 762a, sub-section 16, Carroll’s 
Statutes of Kentucky, the license of an insurance agent 
shall expire on the first day of March in each year, and— 

“Whereas agents’ licenses before the enactment of the 
statute supra ran for one year from date of issue— 

“Now, in order to bring the expiry of agents’ licenses 
in agreement with the law, I have decided and do hereby 
so rule that I will issue an interim license expiring on 
March 1, 1923, to all such agents that the companies will 
furnish a list of—and will accept for payment of the 
interim license in one lump sum from the company of 
every agent so listed by the company the pro rata portion 
of the annual fee for the period from the expiration of 
each license now in force to the first day of March, 1923. 

“The name of any agent not appearing on the list to 
be furnished by the companies will be treated as new 


1] 1 oi; which will expire on the first day of March, next, 


nd the annual fee will be charged for same. 

“Agents’ licenses issued on requisition dated subse- 
quent to the date of the list to be furnished by the com- 
panies will expire on the first day of March, next, ard 
the fee will be the full annual fee. 

“In order to secure the advantages of the pro rata fee, 
companies must furnish in the proposed list the name of 
every agent whose license it desires renewed which 
will expire before the first day of March, 1923. 

“This method of bringing the expiry of agents’ licenses 
in agreement with the law will work no hardship upon 
any agent or company, as every agent whose name appears 
on the list furnished by the companies will pay only for 
the actual time his license is in force. 

“Complete list must be sent in before August 3lst, 
accompanied by check covering pro rata fee from date 
of expiration until March 1, 1923. No supplemental list 
will be accepted. 

“Requisition for license of new agents must be ac- 
companied by check for the full fee.” 





LIFE INSURANCE IN BUSINESS 


The following “Bulletin” issued by the Chamber of 
Commerce of the United States clearly indicates the 
increasing interest in Business Insurance the importance 
of which can hardly be over estimated. 


ness uses, has come to be known as 


. mortgages, 





INSURANCE BULLETIN 
Insurance Department 
Chamber of Commerce of the United States 
SECRETARIES PLEASE NOTE—tThis bulletin is 


prepared for Insurance Committees. It contains sugges- 
tions which may be helpful in rendering service to your 
membership. 


LIFE INSURANCE IN BUSINESS 
Washington, D. C., August, 1922 

Insurance on the lives of men engaged in commerce 
and industry, the proceeds of which are applied to busi- 
“Business Insurance.” 
It is sometimes referred to as “Corporation Insurance” 
or “Partnership Insurance,’ depending on the form of 
organization to which it is issued. Its general purpose 
is to provide indemnity and protection against monetary 
loss which may follow the decrease of lives financially 
valuable. Death may come prematurely and deprive an 
organization of its leaders or valuable employees upon 
whose judgment, knowledge or influence it has completely 
relied. Business insurance is a safeguard against the 
loss of these human assets, just as fire, marine, plate glass 
and similar forms of insurance provide indemnity for the 
loss of material assets. 

There are numerous ways in which such insurance 
may be utilized to assist in solving business problems. 
In most cases, however, the use of this insurance is 
based on the fundamental desire that it should either 
serve as a general fortifier of credit, or be utilized to 
create a fund for a specific purpose. Frequently, those 
carrying such insurance have purchased it with both 
ideas in mind. 

Fortifier of Credit 


It is not sufficient that a business enterprise be honest 
and progressive in order to be granted credit at the bank. 
The banker may have the utmost confidence in its present 
status, and in the integrity and ability of its executive, 
but knows the removal of that individual will deprive the 
business of a man who is indispensable to its success. 
The very fact that such an organization carries business 
insurance upon the life of an important executive generally 
makes a banker more willing to grant it credit, for he 
is confident that success is assured if the official lives, 
while the insurance guarantees that the financial security 
of the organization will not be impaired by his death. 


The fact that business insurance is carried tends to 
establish, strengthen, and protect the credit of the 
organization. 


Use of Insurance to Create a Fund 


The following illustrations indicate a few of the numer- 
ous ways in which business insurance may be adapted to 
create a fund for a specific purpose. 

1. A small corporation, dependent upon one individual, 
may desire to float a bond issue. In order that investors 
may not be injured by the loss of this man, who is essential 
to the success of the corporation, endowment insurance 
may be taken on his life. Let us assume, for purposes 
of illustration, that a company needs $100,000 to enlarge its 
plant and extend operations. It expects to be able to 
repay this from earnings in twenty years. Aithough a 
sound and profitable undertaking when guided by its 
able executive, there is a possibility of failure if deprived 
of his support. Investors hesitate because of this un- 
certainty. However, a twenty-year endowment insurance 
policy for $100,000 promises to pay that sum if he is 
living at the end of twenty years or at his death, in case 
he dies prior thereto. By assigning this policy as security 
for the bond issue, provision has been made for the 
retirement of the bonds whether he survives the en- 
dowment period, or dies previously. Naturally, bonds, 
loans or other obligations thus secured are 

more attractive to investors. 

2. When a member of a partnership reaches the age 
of sixty or sixty-five, he may desire to discontinue active 
business. Not wishing to be troubled with the uncertain- 


(Continued on next page) 
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LIFE INSURANCE IN BUSINESS—Continued 

ties of a partnership in which he cannot participate 
dctively, he may be desirous of withdrawing entirely. 
Anticipating this, the other partner could have obtained 
endowment insurance on his own life maturing at such 
a time. This will provide the funds enabling him to 
purchase the retiring partner’s interest without forcing 
the sale of the business at a sacrifice. It also permits 
him to guide the business unhampered by an aged partner 
who may become ultra conservative. 

3. Insurance may be taken on the life of each partner, 
payable to the others, to provide a fund sufficient to 
purchase any partner’s interest in the case of his decease. 
Even if the survivors are willing to continue the partner- 
ship with the heirs, the heirs may not possess the requisite 
ability. If too progressive, they may overstep the bounds 
of good management with a consequent loss to the firm. 
If too conservative, the partnership may gradually die. 
It is therefore desirable from the standpoint of the heirs 
themselves, as well as from that of the surviving partners, 
that the partnership be discontinued. The purchase of 
insurance which provides the surviving partner or partners 
with funds to retire the decreased partner’s interest averts 
the loss from a sacrifice sale, or a dissolution. 

4. In time of financial depression, the bank may be 
unable to extend further credit to business men whom 
they know are financially solvent. In such a stringency, 
the sale of securities held by the company could only be 
at a sacrifice, but the reserve on life insurance policies 
affords a ready means of obtaining cash without loss. 

5. Another purpose, and a very important one, for which 
business insurance is utilized, is to compensate an organi- 
zation for the financial loss entailed by the death of an 
official, expert, manager, or employee who cannot be 
immediately replaced. Funds may be provided by this 
means to offset a reduction in profits due to his death, 
and to pay the expenses of training a successor. Thus, 
the period of adjustment may be bridged over with no 
financial loss to the organization. 


MINNESOTA INSURANCE DEPARTMENT 
SEPTEMBER BULLETIN 


In September the Minnesota Insurance Department 
issued a bulletin from which the following extracts have 
been taken: 

“Minnesota Insurance Department Created in 1872 

Companies Licensed At That Time 
1 Domestic Life, 2 Domestic Fire, 68 various companies 
organized in other states 

“Companies Now Licensed to Transact Business in 





Minnesota 

Minnesota 

Outside Companies Companies 
I oie athe iiele ld oe indie wee ie 9 
te a a te id eeiaeds 16 
ee ee it eee seheed sad 10 
5 Assessment Accident and Health ...... 8 
112 American Stock Fire .....cccccccseces 5 
ey i I er err eee 0 
25 Mutual Fire and Lloyds ............. 12 
30 .Reciprocal Exchanges ................ 4 
0 Mutual Hail, Tornado and Cyclone.... 11 
0 Township Mutual Fire ................ 162 
431 Total Companies 237 


“Taxes from insurance companies operating in Minne- 
sota, certified to by the Minnesota Insurance Department 
to the State Treasurer for the year 1921, $1,054,208.33. 

“Amount distributed to 515 cities and villages in Minne- 
sota having organized fire departments, $194,338.51. 

“License and other fees collected by the Minnesota 
Insurance Department from insurance companies for the 
vear 1921, $126,522.31. 

“Total expenses of the Minnesota Insurance Department 
for the year 1921, $54,400.00. 

“78.8 per cent. of all taxes and fees paid to this state 
by insurance companies during the year 1921 went to the 
General Revenue Fund; 16.6 per cent. was distributed to 











| the cities and villages of Minnesota having organized fire 


departments, and 4.6 per cent. was appropriated for 
expenses of the,insurance department.” 





PROVISIONAL MORTALITY FIGURES; 1922 


The Department of Commerce announced a short time 
since that provisional mortality figures compiled by the 
Bureau of the Census for the first quarter of 1922 indicate 
higher death rates than for the corresponding quarter of 
1921. For the states compared the death for the first 
quarter was 13.7 in 1922 against 12.6 for the first quarter 
of 1921. The highest mortality rate for the quarter is 
shown for the District of Columbia (17.6) and the lowest 
for Wyoming (9.6). These early figures forecast for the 
year 1922 a higher rate for the death registration area 
than the record low rate (11.7) for the year 1921. 

Death rates per 1.000 population, for certain States 

(The 1922 figures are provisional.) 
Annual death rate per 
1,000 population for— 
1922 1921 1921 
The The The 


State quar. quar. year 
Total areas shown for both years 137 12.6 11.5 
Se Tt ee 16.5 13.7 12.4 
EE i cere dean weawee des 14.7 12.8 11.4 
od oe a te ee a ae 15.4 15.3 13.1 
a 12.7 12.6 11.8 
I he lita a ia aa aad i a 12.3 12.3 11.1 
I ek ET ae a a le he 14.5 12.9 11.9 
I td aa td ols ad he's he we 13.2 11.2 10.2 
I i ale at it nw a a dies 11.9 11.2 10.5 
oe hs eae is bua 11.8 11.1 11.0 
EE alba ea a tale a lh Nl as a 16.8 14.8 14.0 
DE 52n6te%keii-nt eh ch hebawa es 15.9 15.4 13.6 
ER errr ere 15.4 13.7 12.2 
a a a i as ea 10.7 10.6 9.4 
ee oO ee ee hens ee 11.0 11.1 11.1 
a Fe ioe a tah ate tn 13.6 11.7 10.8 
Eo ac a a alll 10.2 9.4 8.2 
I ial a co Ed es 11.2 10.3 9.2 
ee 16.0 15.2 13.7 
POLO OOO ET 14.8 13.5 11.7 
a he I 15.7 14.2 12.3 
Se GL. . cova ckewnneee es 10.8 11.2 11.3 
a i a 13.7 11.8 11.3 
ed ia Oe ek aah ae le 13.8 11.1 10.4 
i EE 14.8 14.5 12.4 
DO rrr 12.0 11.4 11.9 
Re ee ee 12.1 11.1 10.7 
SE ee ‘ciel oka 16.1 15.6 14.2 
EES eee may te ee 13.6 13.1 12.2 
EET Oe 11.7 10.0 9.5 
IRR RET IE PR See 11.6 11.2 10.3 
District of Columbia ............. 17.6 15.4 13.8 





SOME PHASES OF THE AGENCY RELATION 
LIFE INSURANCE 


A paper on this subject prepared by Francis V. Keesling, 
vice-president and general counsel of the West Coast Life 
Insurance Company, which attracted quite a good deal 
of interest, was read at one of the sessions of the Legal 
Section of the American Life Convention at its recent 
meeting held at Milwaukee. 

Space does not permit the printing of this paper in full. 
The following outline, however, will be found to be 
decidedly informative. 

Generally speaking the rules of agency apply with 
the same effect to the relation between an insurance 
company and its agent as to the relation between any 
principal and agent.—Rankin ve: Northern Assurance 
Co. (Neb. 1915); 152 N. W. 324 

Variations. —“An insurance company is bound only by 
such acts of its agent as are done in the ordinary course 
of business in which he is engaged.”—14 R.C.L. Sec. 43. 

The human element disturbs the definite relation but 
the application is of the ordinary rule of agency. 
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Manhattan Life; (Rhode 
He is ordinarily the agent 


attention.—See Monast vs. 
Island 1911); 79 At. 932. 
of the insured. 

Fixing the relation—Limitation—Knowledge of the 
limitation must be communicated or be known. 

Fraudulent Conduct.—Where there is collusion be- 
tween the agent and the applicant fraud will be a defense. 
—Gardner vs. North State Mutual Life (No. Carolina 
1913); 79 S.E. 806. 

Independent Fraud of the Agent, in transactions pre- 
liminary to the contract consists of falsification of 
answers to material questions by the agent to satisfy 
the requirements without the knowledge of the appli- 
cant; misrepresenting the policy; insertions after the 
application i is completed; forgery; and mistake. Probablv 
a majority of the state courts hold the company liable 
under such circumstances. 

A different rule is enunciated by the Federal Courts.— 
See New York Life vs. Fletcher; 117 U. S. 519; 29 L. 
Ed. 934. The court held that it was the duty of the 
insured to read the application he signed; that like any 
contracting party he must know the contents of his 
proposals and that business could not otherwise he 
fairly conducted. 

A similiar rule is followed in California and apparently 
in Maryland, Montana, New York and New Jersey. 
For the theory of the State Courts see Royal Neighbors 


- oe vs. Boman; (Ill. 1898); 177 Ill. 27; 69 A, S. 
. 201. 
There should be sympathy with the difficulty of 


understanding the complex clauses of a life insurance 
policy where mis-representation is involved. It is 
difficult to understand what sympathy there should be 
for an applicant who knows without the advice of 
counsel that an answer in an application is untrue or 
otherwise false, and having ordinary faculties can 
understand the effect of it. 

a illiteracy is involved another situation presents 
itself. 

Independent Fraud of the Agent—Affecting Policy. 
Upon delivery ot the policy a reasonable person is 
placed on notice of its contents, and therefore, so far 
as limitation of the powers of the agent is concerned, 
a more reasonable attitude of the Courts is to be found. 

As regards attempts to charge the company with the 
responsibility for knowledge of fraudulent acts of its 
agents the general rule is that an agent cannot, by con- 
tract with the insured, waive the express terms of the 
policy or extend the time for payment of premium 
when the policy provides that none of its terms can 
be varied or modified, etc. 

Knowledge of the Agent.—There is a doctrine of 





imputation of knowledge of the agent to the principal 
and it certainly is far reaching in the State Courts. A 
sounder rule is enunciated by the Supreme Court of 
the United States in the case of Mutual Life vs. Hilton- 
Green, 241 U. S. 613; 60 L. Ed. 1202, wherein it is held 
that the general rule of imputation of the agent’s 
knowledge to the principal does not apply when the third 
party knows that there is no foundation for the ordinary 
presumption. “The rule is intended to protect those 
who exercise good faith and not as a shield for unfair 
dealing. ****.” A similar rule prevails in California. 

Agency is a matter of fact. Effort to make the agent 
the representative of the assured by contract has gener- 
ally failed. In many states there is a statutory provision 
that an agent who solicits insurance is to be regarded as 
an agent of the company and not of the insured, and 
in Maine it is provided by statute that the company is 
bound by the agent’s knowledge and that “omission 
and mis-descriptions known to the agents shall be 
regarded as known by the company and waived by it 
as if noted in the policy.” 

Opinions.—An expression of an opinion by an 
insured’s agent, tho untrue, will not constitute a 
fraud and vitiate a contract. The subject is fraught 
with the difficulty of distinguishing mere opinion from 
fraudulent representations. 

Modification of Premium Payment Provision.—The 
general rule is that where a policy contains the usual 
limitation with reference to the authority of agents 
irregular collection on the part of the agent does not 
bind the company. A_ general agent has broader 
authority both as to collection of premiums and 
extension of time. } 

Custom and practice must be considered in determin- 
ing the effect of the act of an agent. 

Acceptance of Premium Notes.—Where agents are 
vested not only with apparent but with actual authority 
to accept either cash or notes for first premiums the 
company will not be permitted to say that they are its 
agents when accepting cash and not its agents when 
accepting notes. 

The custom of charging an agent with net premiums 
is sufficient to warrant the inference that the company 
ratifies the acceptance by him of premium notes for 
the first premium. 

General.—Moral hazard is an important factor in the 
making of anv contract and is particularly important 
in the relation of an insurace company with its agents. 

Companies should not be chargeable with the fraud 
of an agent consisting either of falsifying a record which 
ought to be discovered and should be apparent to any 
reasonable individual, or of passive knowledge of a 
fraudulent act committed by an applicant or the insured. 





LATEST INSURANCE DECISIONS DISCUSSED 


By WILLIAM OTIS BADGER, Jr. 
(Of the New York Bar) 





LIFE INSURANCE—ANSWERS IN APPLICATION 
AS TO HEALTH AND FAMILY HISTORY RE- 
LATE TO FACTS AND ARE WARRANTIES, AND 
IF FALSE, AVOID THE POLICY. 


The question of the effect of false statements as to 
family history in an application for life insurance was 
recently passed upon by the Supreme Court of Illinois in 
the case of Hancock v. National Council of the Knights 
and Ladies of Security. The plaintiff sued the insurance 
society upon a policy for $2,000 payable to her as bene- 
ficiary. Upon the trial in the lower court. the plaintiff 
was awarded a verdict and upon appeal, the Appellate 
Court affirmed that judgment. From that affirmance, 
this appeal was taken. 

The defense to the action was that the deceased falsely 
stated in his application that neither of his parents had 





been afflicted with consumption, although in fact his 
mother had been so afflicted, and that he did not have 
and never had consumption; that he stated that his 
mother had died at the age of 76 years of ‘senility,’ ‘sick 
one year,’ while in fact his mother died at the age of 57 
vears from tuberculosis. The defendant tendered to the 
plaintiff the amount of assessments paid by the deceased, 
which, after having been retained for a short time, were 
refused and returned to the defendant. These statements and 
the allegations of the society that they were false and 
known by the deceased to have been false, constituted the 
issues in the case. 

The defendant proved that the deceased’s statements 


'as to his occupation were false, that he had a continual 
_ cough and that his mother had died of tuberculosis at the 


. Continued on next page 
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LIFE INSURANCE APPLICATIONS, Etc.—Continued 


age of 57. The lower court left to the jury the question 
of whether these answers were warranties or merely 
representations. The higher court held this to be error 
and that it was the duty of the court to determine this 
question. They said: 

“Whether statements of an application made as in- 
cidental and inducement to a contract are material may 
be the subject of evidence and raise questions of fact, 
unless they are of such a nature that all persons would 
agree that they are or are not material. Whether a 
representation is material is determined by the question 
whether reasonably careful and intelligent men would 
have regarded the fact stated as substantially increas- 
ing fhe chances of the event insured against so as to 
cause a rejection of the application or different 
conditions.” 


The court held that there can be no dispute that the 
answers to the questions here discussed were material 
and that any statement made by an applicant for insurance 
which relates to the risk and is declared by the policy or in 
another instrument incorporated with it to be a condition of 
the insurance, is a warranty. Its truth is in the nature of a 
condition precedent and must be literally true to create any 
liability. A misrepresentation is a statement of something as a 
fact which is untrue and material to the risk, and which 
the insured states, knowing it to be untrue, in an attempt 
to deceive, or which he states positively is true without 
knowing it to be true and which has a tendency to mis- 
lead. Neither the fact that the word “warranty” is used 
or omitted is conclusive of the nature of a statement of 
its effect on the policy. The court points out that in 
construing an insurance contract if there is any ambiguity 
or doubt, it must be resolved against the insurance com- 





pany because the language of the contract is chosen by 
it and that in policies which contain the provision that if 
they had been obtained by fraud, misrepresentation or 
concealment, the policy should be absolutely null and 
void, it has been held that where false answers not mat- 
erial to the risk were honestly made in the belief that 
they were true the policy would not thereby be avoided. 
But the court in reversing this judgment for the plaintiff 
clearly points out that if there is no ambiguity about a 
contract, the court cannot permit a construction contrary 
to its terms and that in this case the contract by its terms 
made the benefit certificate, the application and the con- 
stitution and by-laws of this society the entire contract 
and reiterate the rule established by a long line of deci- 
sions that where an application for life insurance is ex- 
pressly declared to be a part of the contract and the 
statements therein contained are warranted to be true, 
such statements will be deemed material whether they 
are so or not, and if shown to be false, there can be no 
recovery on the contract, however innocently the state- 
ments may have been made. 


In conclusion the court said: 


“An applicant for life insurance is not required to answer 
questions as to family history or any other matter 
which he cannot answer truthfully but may answer that 
he does not know or that the fact does or does not 
exist to his knowledge. The answers in this case do 
not relate to matters of opinion or judgment but to 
matters of fact and the statements are declared to be 
warranties.” 

The Supreme Court, therefore, held that the lower 
court erred in refusing to instruct the jury that the state- 
ments alleged to be false were warranties and, if false, 
avoided the policy. 








REPORTS UPON COMPANIES AND ASSOCIATIONS 








AMERICAN INSURANCE UNION, 
COLUMBUS, OHIO 


Report of Examination Reviewed 


This institution was examined (convention examination) by 
the Insurance Departments of Ohio, Pennsylvania, Kansas, 
Nebraska and West Virginia as of May 31, 1922 the report being 
dated July 5, 1922. 

The financial statement as prepared by the examiners shows 
the following: 


SL. cnccgeguundesueswebeous$6066000606860 $1,409,803.34 
SD dnc nn6en506606000600086000660980666006 203,085.53 
en Ge Eee, . ccnndsnsceseueesetesoseses 83,510.91 
Valuation reserves on C’t’i’S.....cccccccccccccccccces 1,063,413.70 
ee CE UNS ded danbcdd cobcetetedndcasccebsécscs 1,350,.010.14 
ee 109,568 451.55 


Examiners Comments—Extracts 
Organization 

“The American Inurance Union was incorporated under the 
laws of the state of Ohio, and began ‘business on the 21st day 
of September, 1894, as a fraternal beneficiary society, 

The Executive Power 

“The executive power shall be vested in the National Board of 
Directors, which shall consist of the President, Secretary, 
Counselor, Medical Director, Editor, Treasurer, Auditor and 
Junior Director, a majority of whom shall be citizens of the 
State of Ohio, clothed with all the powers and charged with all 
the responsibilities and liabilities of a controlling or governing 
board of trustees or directors of a corporation not for profit. 

National Court 

“The judicial power of the society is vested in the National 
Court and the following is taken from the constitution and by- 
laws: 

The Judicial Power 

“Sec. 401. The judicial power shall be vested in the National 

Court, which shall consist of fifteen National Judges, to be elected 





quadrennially by the National Congress. Upon installation, the 
National Judges shall organize by electing one of their number 
Presiding Judge, who shall serve in that capacity until the 
close of the next annual session of the National Court, at which 
time a Presiding Judge shall be elected for the ensuing year, and 
annuaily thereafter. The National Court may affirm, reverse or 
modify any decision brought before it on appeal, and the decision 
of the National Court shall be final and conclusive. Such decision 
shall be arrived at or determined by a majority vote of the mem- 
bers of the National Court who are present at the hearing. 
Real Estate—Spahr—Outlook Building 

“On December 31st, 1920, the Society obtained a ninety-nine year 
lease, renewable forever, on the Spahr-Outlook Building at Nos. 
40-50 inclusive East Broad Street, Columbus, Ohio, paying $100,000 
cash and a yearly rental of $45,000 per annum during the first to 
fifteen years and $60,000 per year thereaften. The Society has the 
privilege of purchasing this property at any time between the 
lith to 15th years inclusive for $900,000 and after the end of the 
15th year at $1,200,000. The Spahr Building has nine floors and 
basement: the Outlook Building ten floors and basement. The 
buildings are approximately twenty years old. 

This property was appraised during November, 1921, by local 
appraisers who fixed the valuation at $1,185,464. These buildings 
were leased for home office purposes. 

Home Office 

“On March 13, 1915, Lincoln Fritter, (then the Society’s National 
Counselor) leased the Quarter Square property known as parcel 
No. 1, to the American Insurance Union, for a period of twenty- 
five (25) years, on which the American Insurance Union agreed to 
erect a building. Complying with the provisions of said agree- 
ment, the American Insurance Union erected a building at a cost 
of $67,636.45—its present home known as the American Insurance 
Union Building. By the terms of said lease at the end of twenty- 
five (25) years, the building so erected by the American Insurance 
Union would revert to Lincoln Fritter, the owner. 

“The Quarter Square property was ordered sold at public sale 
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and was sold to the City Development Company, agent for the 
American Insurance Union. This purchase was necessary to 
protect the $67,636.45 that the society had invested in this 
property. The purchase price for this parcel to the American 
Insurance Union was $100,000.00, making a total investment by the 
Society of $167,636.45 less $10,705.52 excess rental income over 
operating expenses, plus $15,595.82 in improvements, or a net 
amount of $172,526.95. This property was appraised November 
23, 1921, at $453,500.00. 
East State Street Property 


“This property was purchased by the American Insurance 
Union, August 5, 1918, for the sum of $52,550 and was purchased 
through the Beggs Realty Company, Columbus, Ohio. On the 
same date, Angust 5, 1918, the American Insurance Union leased 
the said property to the Acme Development Company, a subsidiary 
of the Beggs Realty Company, for a term of eight years; provided, 
however, that the American Insurance Union could terminate said 
lease on any first day of July of any year after July 1, 1922. 
The consideration for said lease was fixed at $3,141 per annum, 
said amount being 6% interest on the investment of $52,350, 
lessee to pay all taxes, ground rents, insurance, etc. In other 
words, the lessee was to pay an amount sufficient to net the 
American Insurance Union 6% on its investment. 

“On February 25, 1919, this property was appraised by the 
Beggs Realty Company for $115,500, and on April 21, 1919, by 
action of the Board of Directors, the book value of said property 
was increased to agree with the appraisement. On October 29, 
1921, the above named real estate was sold to the Acme Develop- 
ment Company for $115,000—$500 less than the appraised value, 
paying $25,000 cash and the balance, $90,000 in mortgage notes, 
secured by first mortgage, with interest at the rate of 5% per 
annum, payable semi-annually. 


Dennison Property 


“On November 28th, 1910, the society made a mortgage loan to 
the United States Realty Company in the amount of $25,000 at 
6% interest on property located at No, 1114 East Broad Street, 
Columbus, Ohio, known as the Governor Dennison homestead. An 
additional mortgage loan note was taken on this property for 
$5,000. The United States Realty Company defaulted in the 
payment of this note and the property was foreclosed and pur- 
chased by the Society at a sheriff’s sale, November 27, 1915 for 
$34.677.00. 

“On February 7th, 1917, this property was appraised by David 
C. Beggs and Thomas Swift. They valued the premises as 
follows: Lot $24.969.00: Dwelling thereon $46,000.00: Garage 
thereon $3,240.00; total $74,209.00. 

“At that time this was considered a fair value for business 
purposes. The Board of Directors voted to increase the book 
value of this property to $74,209.00 as of December 31, 1916. It 
was accordingly shown at this increased value in the annual state- 


916. 

“In June 19183 when it was voted to purchase a home office site 
on Fast State Street. Thomas Hardesty made a proposition to 
exchange his lease hold on East State Street for this property at a 
valuation of $23,600.00. The officers claim this proposition was 
considered by the Board of Directors and refused. At a later date 
the Board offered to take $25.600 from Thomas Hardesty, but when 
the proposition was put up to him again he said he had gone out 
and examined the property and said he would not take it in at a 
valuation of $25.600.00. This still left this property on _ the 
Society’s hands. It had been vacant for eight years and was 
untenantable and the American Insurance Union found it a losing 
proposition, so in the fall of 1918 Mr, Lentz made a proposition 
that he would purchase this property at $23.60000. provided the 
American Insurance Union would invest an additional sum up to 
35,000.00 to make the same tenantable, so the board in the 
absence of Mr. Lentz voted to let him take over this property. 
In addition to the money invested by the American Insurance 
Union, Mr. Lentz claims he has spent over $17.000.00 of his own 
money in remodeling and repairing this property. 

“Criticism has been made that) Mr. Lentz has profited on this 
transaction. The American Insurance Union has been getting 
interest on $35.000.00 and paying no taxes on this property and 
the present appraisement of $56,150.00 discloses the fact that 
Mr, Lentz got no bargain in 1918. The purchase of this property 
by Mr. Lentz from the society was purely a business transaction 
that we believe was for the best interest of the society: 


>" filed with the various insurance departments for the year 





“Accusations have been made that there was a disposition on 
the part of the officers of this society to acquire leases on real 
estate in violation of the state laws and also in violation of the 
society’s by-laws. 

“After a full investigation of these accusations, we believe that 
there was no intention on the part of the directors of the American 
Insurance Union to traffic in real estate. Under the circumstances 
surrounding the limited lease hold on which the present building 
was erected, Known as the Quarter Square Building, it was appar- 
ent that it would not pay to enlarge it. A new site was 
sought, and after considerable negotiations a property on State 
Street was purchased. The matter of building a new office 
building on this site was given very careful consideration, archi- 
tects were consulted and it was found that the price of labor and 
material at that time made it prohibitive to build. 


“The Spahr and Outlook buildings were on the market and it 


was the opinion of the board of directors that ample office 
accommodation could be furnished in these buildings without 
the expenditure of any considerable amount of money. This 
property was purchased with this view: and immediately the 
State Street property was put on the market and sold at a 


handsome profit of $65,650.90. 


“In the meantime the leasehold of the Quarter Square property 
was sold by the court and the directors felt that owing to the 
interest held under the twenty-five year lease on which their 
present building is built. it would be good policy to purchase this 
property, and did so. This gave the society an opportunity to 


enlarge its office facilities by occupying two other buildings 
on the west side of the Quarter Square. In time, and under 


proper conditions the society will dispose of its property holdings 
retaining what is most desirable and suitable for a Home Office 
to accommodate its rapidly increasing office force. Fortunately 
all of these transactions have been very profitable to the society 
and were not conducted with any other view than an effort to 
provide a permanent office home suitable to the present and future 
needs of the society. 

“Tt may be well at this time to state that the society has made 
no attempt to ‘pad’ its assets on real estate transactions. In fact 
they have not taken credit for the increase in the market value 
over the book value of real estate which amounts to approximately 
$500,000.00. 

Mergers 


“Since its inception the American Inurance Union merged a 
total of twenty-three societies. We set forth the names, location, 
dates effective, number of certificates and the amount of insurance 
acquired under each of the said merged societies. 


Assets Liabilities Coms. 
Society Insurance teceived Paid Paid 
Am. Protective Union $62,825.50 $190.70 $671.75 $1,473.57 
DE “audeoseewede< 674,537.50 None 5,625.40 None 
Security Ins. Union.... 88,200.00 None None None 
Karnest Americans..... 1,524,850.00 None 9,450.00 None 
ee 8,489, 782.00 None 34,650.33 None 
Loyal Home Fraternity 286,500.00 None = 1,000.00 600.00 
Home Guards of Am. 11,483.084.34 °47.107.35 None 71,423.82 
Lone Star Ins. Union 4,416,000.00 None 19,185.00 None 
Pioneer Home Prot. Soe. 579 5SOO.00S r. 8,724.54 None 2.10000 
523.600.00.Tr. None None None 
Frat. Res. Life Ass’n. 4,126.000.00 20,562.62 47,648.52 None 
re 2.000. 750.00 147.096 12 500.00 None 
Tex. Commercial Union 627 000.00 5.221.72 1,508.00 None 
Home Builders......... 1,600,500.00 11,439.70 4,800.00 None 
Kans. Fraternal Citizens 6,156,000.00 54.469.07 12,000.00 None 
Fraternal Life Ass'n... 249,500.00 None 2.445.555 None 
Home Protective Ass’n. 12,602,00000 None 8,504.21 *6.501.00 
American Prot. League 291, T0000 2 900.00 None None 
PE: Siiidewedeutews 23.500 00HkA None 2,335.69 None 
205 S6200L, 84,706.08 None None 
Loyal Mys. Leg. of Am. 1,718,165.00 127,014.97 6,782.46 None 
Fraternal Ben, League  5.057.980.50 None 60,141.69 None 
Catholic Mu. Ren. Ass'n. 9,883,18%00 None 9,940.36 None 
Cath. Relief Ben, Ass'n. 3.052 .000.00 None None None 


Mutual Life Ins, Co..... ? 466,000.00 





78,360,576.34 $808,532.87 $227,038.96 $81,898.19 
* Actuary 
Continued on next page 
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AMERICAN INSURANCE UNION—Continued 
General Remarks 

“At the National Congress of the American Insurance Union 
held in September, 1921, the following resolution was unanimously 
adopted in recognition of the services of John J. Lentz, president 
of the society: 

“The American Insurance Union in National Congress assembled 
this 21st day of September, 1921, the 27th Anniversary of its birth, 
in grateful recognition of the services, sacrifices and untiring 
devotion of its author, founder, builder and president, unanimously 
adopts and promulgates the following preamble and resolution: 

‘WHEREAS, Our President, the Hon. John J. Lentz, after years 
of thoughtful investigation of the principles of life insurance, and 
being convinced that higher and more lasting results could be 
reached in administering life insurance through the principles of 
fraternalism, did on the 21st day of September 1894, secure from 
the State of Ohio, a Charter for the founding of the American 
Insurance Union, the first Fraternal Society in the United States 
on adequate rates, a society which has never issued a certificate 
which did not provide for its honest fulfillment, and in doing this 
he gave to our society and its membership, a constitution and laws 
on which foundation our great fraternity now rests permanent 
and secure: and 

‘WHEREAS, in building this structure he served our society 
many years without any compensation, and for many more years 
without adequate compensation, donating his time, money and 
services, and assuming personal and financial obligations in order 
that his dream of a safe and solvent insurance fraternity might 
come true: and 

‘WHEREAS, He gave up in its behalf, and our behalf, a large 
and increasing income, and an enviable position as one of the 
leaders in the legal profession of the State of Ohio: and 

‘WHEREAS, He has exemplified what courage, honor, courtesy 
and fidelity can do in building a great fraternity like the American 
Insurance Union, with net assets of more than one million, one 
hundred thousand dollars and a membership of more than one 
hundred and five thousand carrying safe and sure protection 
aggregating one hundred and fifteen million dollars. for the 
benefit of their families and dependents: and 

‘WHEREAS, He is possessed of an activity of mind, a breadth 
and soundness of judgment, a knowledge of men and wealth of 
experience, from which to draw advice and counsel, the value of 
which cannot be recompensed by money: and 

‘WHEREAS, It is fitting and proper that the members of the 
American Insurance Union should now give to the living man 
some expression of their appreciation and gratitude rather than 
withhold it. that they may later place a quickly fading wreath 
upon the spot where he may sleep after his long and useful 
career is ended, for when that time comes the American Insurance 
Tnion will be his fitting and enduring monument: now, therefore, 
be it 

‘RESOLVED, That whenever and wherever the constitution and 
laws of the American Insurance Union are printed, this preamble 
and resolution be printed and given place as a special section 
immediately after the preamble and made part of the constitution: 
and be it further 

‘RESOLVED. That the best interests of the membership, present 
and future. will be best conserved by retaining the Hon. John J. 
Lentz as its active president so long as he will consent to serve 
as such, but_if at any time he desires to retire from such office. 
he is to receive at once the title, position and emoluments of 
President Emeritus, to be retained throughout his life, such title 
giving him the right to a seat in the National Congress, the 
National Cabinet. the National Court and the National Board of 
Directors, to counsel and advise said bodies to the end that they 
and through them the entire membership shall continue to have 
and profit by his sound judgement, his broad experience, his 
matchless courage, his unwavering fidelity and his undying devo- 
tion to the American Insurance Union: and be it further 

‘RESOLVED, That the authority in which shall he vested from 
time to time the power to fix and determine the salary of 
national officers, shall also be charged with the power and duty 
to fix and determine at the same time and for the same periods 
the compensation of the President Emeritus from the date when 
the duties thereof are assumed. And it is the privilege of this 
National Congress to express its desire and advise its successors 
that such compensation be continued at the same amount which 
the said President Emeritus shall be receiving at the time of his 
retirement from the active presidency; and be it further 














} 

‘RESOLVED, That a copy of this resolution and amendment 
to the constitution be appropriately engrossed or printed and 
bound or framed and presented to the Hon. John J. Lentz’ 

“All the officers give their entire time to the business of this 
society. This is a commendable feature and is quite unusual in a 
fraternal society. 

“From its organization this society has operated on the modified 
step-rate plan, and. we are credibly informed, is by far —— 
largest society engaged in the step-rate business. A very small 
percentage of its membership has ever accepted the level-rate or 
twenty payment life plans. The modification of the pure step- 
rate method consists of a moderate accumulation applicable to 
providing a level-rate at a comparatively early age, so that the 
heavy costs of natural premium insurance at advanced ages are 
avoided. Its claims that by this method it is enabled to give 
its members during the productive period of life, when the needs 
of dependent ones are greatest, the largest possible amount of 
protection in return for the premium that the member is required 
to pay. It results from this that the accumulated funds are much 
smaller in proportion to the outstanding insurance than would 
be necessary in a level-rate institution. Thus, its accumulations, 
ample to protect its outstanding contracts, approximate $1,500,000 
while, if the level-rate plan were in use, there would be required 
upwards of $8,000,000 on the same bulk of business. The difference 
represents the present value of the gradual increase in payments 
to be made in the future. 

“All books and records were found to be in excellent shape 
which fully and accurately reflect the society’s transactions and 
bespeak of a well equipped and efficient office force. 

“Every assistance possible was given by the officers and 
employees of this society, and especially by Mr. Paul Bernard, 
Assistant Treasurer, which greatly facilitated the work of this 
examination.” 

The report was signed by examiners FE. V. Moore and S. L. 
Cotter, for the Ohio Insurance Department: William Mack and 
J. C. Longbotham, examiners for the Pennsylvania Insurance 


Department: David A. Jayne. C. P. A., special examiner for the 
Insurance Department of West Virginia: and M Gavey 
examiner for the Nebraska Department. 


The special examiners acting for the Insurance Department of 
Kansas did not sign the report. Their reasons for not doing 
so appear below: 

“Information which should in Gur opinion, come to the know- 
ledge of the Insurance Commissioners, has been suppressed and 
all of the facts in connection with the real estate transactions are 
not reported herein. 

“For the above reasons, we do not concur in this report. 

Signed by W. K. Herndon, special examiner, Department of 
Insurance State of Kansas and Edwin A. Fritz, special examiner, 

DETROIT, MICH. 


Department of Insurance State of Kansas.” 
Report of Examination Reviewed 
This company was examined (Convention Examination) by the 
Insurance Departments of Michigan, Iowa and Oklahoma as of 
December 31, 1921, the report being dated March 27, 1922. 
The financial condition as ascertained by the examiners differs 


somewhat from the report appearing in Best’s Life Insurance 
Reports, 1922, pages 23 to 25, inclusive, as follows: 








AMERICAN LIFE INSURANCE COMPANY, 


Examiners Best’s 
Report Report ° 
SE.357,513 ...cccccd Admittted assets.............. $6.868,739 

Dh s#esaseawe Deferred dividend funds..... 20,976 
a ae ee ieee pee nas 117,329 
ee wcocesss lad aes in aii 4.725.508 
996,960 ....0.0. Disbursements, 994,960 


Examiners’ Comments—Extracts 
History 


“The Northern Assurance Company of Michigan was incor- 
porated under the laws of the State of Michigan on January 24, 
1907, with its principal office in the city of Detroit, and began 
business, October 18, 1907. with $100.000 capital and $25,000 sur- 
plus. The par value of the stock is $0.00 per share. The com- 
pany has paid dividends to stockholders of $3.000 in 1909, $4,000 
in 1910, $5,000 in 1911, $5000 in 1912, $5,000 in 1913, $5,000 in 1914, 
and $5,000 in 1915. No dividends have since been paid. The 
total dividends paid stockholders since organization amount to 
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$32,000. In July 1921, the Articles of Association were amended 
changing the name of the company to the AMERICAN LIFE 
INSURANCE COMPANY. The amendment was approved by 
the Commissioner of Insurance of the State of Michigan, July 28, 
1921, and filed as of August 1, 1921. 


Reinsurance 

“Under date of August 24, 1921, the American Life Insurance 
Company, of Detroit. Michigan, entered into a contract of rein- 
surance with the American Life Insurance Company, of Des 
Moines, Iowa, whereby it reinsured all the business of the latter 
company as of date July °0, 1921, a copy of which agreement, 
together with copies of approval by the proper authorities, is 
hereto attached marked “Exhibit A” and made a part of this 
report. [Exhibit omitted Ed. ] 

Contract of the Northern Company 

“In connection with the matter of reinsurance of the American 
Life Insurance Company, of Des Moines, Iowa, the Northern 
Assurance Company of Michigan entered into the following con- 
tract with Clarence L. Ayres, which was approved by a former 
Commissioner of Insurance of Michigan. 

“This contract was assigned by Mr. Ayres on the 7th day of 
March to The Northern Company, which assignment reads as 
follows: 

‘THIS AGREEMENT, made this 7th day of March, A. D. 1921, 
by and between Clarence L. Ayres, Assignor, and The Northern 
Company, assignee, WITNESSETH: 

The assignor, in consideration of one dollar ($1.00) and other 
valuable considerations to him in hand duly paid by the 
assignee, the receipt whereof is hereby confessed and acknow- 
ledged, does hereby transfer, assign and set over to the assignee, 
all the assignor’s right, title and interest in and to a certain 
agreement bearing date March 7, 1921, by and between The 
Northern Assurance Company of Michigan, party of the first 

part, and Clarence L. Ayres (the assignor herein, party of the 
second part, a copy of which agreement is hereto attached 

and made a part hereof and marked “A”, 

And the assignee does hereby accept the assignment herein 
contained and agrees to supply the funds mentioned in said 
agreement to The Northern Assurance Company of Michigan, 
and to perform the duties therein mentioned to be performed 
by the party of the second part therein, and it shall thereupon 
be entitled to receive the compensation provided for in said 
agreement. 

IN WITNESS WHEREOF, the assignor has hereunto set 
his hand and seal, and the assignee has caused these presents 
to be executed the day and year above written. 

EE re 

The NORTHERN ASSURANCE COMPANY OF MICHIGAN 
does hereby consent and agree to THE NORTHERN COMPANY 
entering into a certain trust indenture to the DETROIT 
TRUST COMPANY of Detroit. Michigan, Trustee, to-bear date 


© of March 15, 1921, and securing the Northern Company’s cer- 


tain issue of three hundred thousand dollars ($300,000) collat- 

eral trust gold bonds, and to The Northern Company subject- 

ing to the lien of said trust indenture all its right, title and 
interest in and to a certain agreement bearing date of March 

7. 1921, executed by and between the Northern Assurance Com- 

pany of Michigan as party of the first part, and Clarence L. 

Ayres as party of the second part, the right, title and interest 

of the party of the second part, thereto having been duly 

assigned in accordance with its terms, to The Northern 

Company. 

IN WITNESS WHEREOF the Northern Assurance Company 
of Michigan has caused this instrument to be executed by its 
officers thereunto duly authorized this 7th day of March. A. PD. 
1921. 

NORTHERN ASSURANCE COMPANY OF MICHIGAN 
(Signed) By Clarence L. Ayres. 
President.’ 

“March 8, 1921, The Northern Company of Delaware was in- 
corporated with an authorized capital of $500,000, of which 
$200.000 capital stock has been issued. The incorporators were 
T. L. Croteau. M. A. Bruce, and S. E. Dill. 

“At a special meeting of the Board of Directors of the Northern 
Assurance Company held March 7, 1921. at which thirteen mem- 
bers were present, it was unanimously voted to approve the 
contract assigning five per ceng. of the premium income of the 
Company as collateral security to the discharge of payments. 
stipulated to be paid monthly each year by the terms of the 





——_— 








above contract. At this same meeting, the following resolution 
was unanimously adopted: 

‘RESOLVED that the Secretary of the Company be author- 
ized to enter into a further agreement with The Northern 
Company to which his (Clarence L. Ayres) contract is assigned, 
by which the said The Northern Company is permitted to 
expend not to exceed the sum of $67,500, or proportionate 
amount thereof to the amount of money furnished, and in 
addition thereto the necessary trustee fees for trusteeing its 
contract and bonds to be issued thereon and deduct said ex- 
pense from the $600,000 to be paid The Northern Assurance 
Company by the said The Northern Company as considera- 
tion for the said contract; further that the Northern Assurance 
Company will hereafter pay current trustee charges and other 
incidental expense in connection with the conduct of the 
affairs of The Northern Company during the life of the agree- 
ment of the Northern Assurance Company with Clarence L. 
Ayres, assigned to the said The Northern Company.’ 

“THE NORTHERN COMPANY records as of December 31, 
1921 show as follows: 





Es ¢ * seduduhedetececdhenser $300 .000.00 
EE Gh écccccdsnonsecesutenedx 300,000.00 
Se cn > Mid adendedonsddecdes 800.00 
es EE Sh ccdécecsdcosnaccex 5.302.20 
$606,102.20 
Paid on contract by checks.......... $420,700.00 


Paid Northern Assurance Company of 








Michigan. . . Ow aeeebanesadéacesks 116,500.00 
Commission paid on stock............ 30,000.00 
Commission paid on bonds............ 37,500.00 
604 700.00 
$1,402.20 
Ge Oe Pn wwudéneccdeonsacdsckeous $1,402.20 


“The following schedule shows the amount of principal and 
payments required according to paragraph 3 of the Northern 
Company contract: 








Schedule 
Contract Principal Payments Interest 
year on T% 
Principal 

Te eeiw a6ebedouabedeon $600,000.00 $15,000.00 $42,000.00 
a dik eabdeboeenteouus 585,000.00 25,000.00 40,950.00 
MMéie & & sectmbadenteses 560,000.00 30,000.00 39,200.00 
is ne Kubaeaedeederes 530.000.00 35,000.00 37,100.00 
sé. 6 e-» 4nesetdobiedon 495,000.00 40,000.00 34,650.00 
Ts + eS seeneddececesve 455,000.00 ).000.00 51,850.00 
chia ae bheddeetosenwes 405,000.00 .000.00 28,350.00 
Te 6 on 6 sdeaccececouese SO 000.00 60,000.00 24,500.00 
Tbs aie & Rengedduudeeeqs 290,000.00 65,000.00 20,300.00 
Ti 6 +we ceasvautecsésses 225,000.00 70,000.00 15.750.00 
lo a & SUeeepenedsesee 155,000.00 75,000.00 10.850.00 
a. dhe dd bdnekieeweeedes 80,000.00 80,000.00 5,600.00 
$600,000.00 $600,000.00 $33.1.100.00 

Contract Commission Total 

1% Annual 

Payments 
Eis os @ eureennseegsedeeeddebebaseeonoks $6,000.00 $65,,000.00 
Oy ow a Sebeblsdedesbdhsndsaddenddanewues 5,850.00 71,800.00 
+e a © ehaeessudeebiseneese des eéeeaseas 5,600.00 74.800.00 
in as we ee eeddeseteleanebusasteaueueeeeded 5,300.00 77,400.00 
6 t.s. cadkweedebdseniwesceeieonsebeieti 4 97).00 79.600.00 
T's 2d 4 etewbbvndecdeocedéeddaswtentedes 4,550.00 86,400.00 
i a & & 6 sence dedidn Saadbsbiudébussesunes 4,050.00 87,400.00 
6 e.F & ROEASCEELENECOREDSCCEdSbrTECkEas 3,500.00 88.000 00 
a bo W oeedsnsssehcees Gebeesnnuesuceans 2,900.00 88,200.00 
so b:& &heedededesededchecesausceaanenes 2 250.00 88,000.00 
De pw 6 « Céenserbucsbcdeeecdesalecdipbene< 1,550.00 37 400.00 
i > & 2 a ddkedawbetesedeneddebbwaneéneee 800.00 86,400 00 
$47,300.00 $978,400.00 


Mortgage Loans 
“The company’s records show an investment in Real Estate 
Mortgage Loans of $4.089.142.15. Of this amount there is on 
deposit with the Michigan State Treasurer $107,000.00, and with 
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the Department of Insurance of the State of Iowa, $3,182,410.00. 
These deposits were verified from certificates furnished by proper 
authorities. The mortgage records were reconciled with the 
ledger account and the mortgage files were carefully examined. 
All loans appear to have been made in accordance with the 
Michigan Statute governing this form of investment. 

“At the present time there is in process of foreclosure four- 
teen mortgages, amounting to $63,780.15, nine of which were 
received from the American Life Insurance Company of Des 
Moines, lowa. . 

“Interest rates on the company’s mortgages range from six to 
seven per cent, 

“The following schedule will show the number of mortgages 
in various states and the amounts represented: 





State No. Amount 
Michigan 73 $1,275,849.15 
Oklahoma 489 1,193,750.00 
Colorado 16 29,900.00 
Kansas 89 458,800.00 
Wyoming 18 39,000.00 
New Mexico 22 56.390.00 
Iowa 34 377,723.00 
South Dakota 107 233,630.00 
North Dakota 112 239,525.00 
Montana 16 25,700.00 
Nebraska 6 21,025.00 
Texas 7 27,950.00 
Minnesota 29 49,900.00 
Missouri 1 10,000.00 

1024 $4,039,142.15 


Participating Insurance 


“In the reinsurance of the business of the American Life of 
Des Moines, the company acquired $10,893,703.49 of participating 
business which included 548 policies for $713,000 on the deferred 
dividend plan. At a meeting of the Board of Directors held 
October 11, 1921 the following resolution was adopted: 


‘RESOLVED that the officers of the company be instructed 
to continue for the months of October, November and Decem- 
ber, 1921, the payment of dividends to policyholders accord- 
ing to the same schedule maintained by the American Life In- 
surance Company of Des Moines, Iowa, for the first nine 
months of 1921, the same being one-third of the 1917 dividend 
schedule of the American Life Insurance Company of Des 
Moines, and that the action of the officers in paying this 
dividend on policies whose anniversaries came in September 
1921, be ratified.’ . 

“In a report of the President to the Board of Directors under 
date of December 21, 1921, he said: 

‘When we acquired the American Life there was a deferred 
dividend fund apportioned to this class of policies of $51,797.00, 
the administration of which we assumed and took over with 
that property. There are several questions involved in this 
matter of considerable import to the company, and your 
officers have very much wished that this fund was entirely out 
of the way. According, after conferring with each other, it 
was determined about a month ago to make a direct offer to 
these policyholders, who had not yet completed their premium 
periods, to pay them their respective separate accumulation in 
this fund, and reduce their premium to the non-participating 
rate of the American Life, in consideration of which they were 
to sign an agreement cancelling the participating clause in 
their policies.’ A letter was sent to each of these policyholders, 
and reply has been received from about 40% of them con- 
senting to this arrangement, and they are coming in slowly 
each day. While by this method the fund cannot be entirely 
disposed of at this time, since a number of these policyholders 
are paid-up in ful] on premiums and the first dividend period 
will mature within the next twelve months, still it is hoped 
that by this plan most of this legal, as well as moral obliga- 
tion to these policyholders will be discharged within a year.’ 
“At this meeting of the Board of Directors the following resolu- 

tions were adopted: 


‘RESOLVED, that the matter of so adjusting the 1922 divi- 





dends on annual dividend, participating policies be referred 
to the President and Actuary and Secretary with power to act, 
and that it be the sense of opinion of the Board of Directors 
that such adjustment and apportionment of dividends should 
be made and referred either to this Board of Directors or 
Executive Committee from month to month during the year 
1922 as will approximately, if not exactly, equalize the net 
current cost to like policies on the non-participating rate of 
the American Life of Des Moines as shown by their No. 2 
rate book, 1917 Edition.’ 


‘RESOLVED, that it be the sense of this meeting and of 
this Board of Directors that the President be, and hereby is 
authorized and directed to formulate some equitable plan and 
method of offering to the annual dividend participating policy- 
holders of the American Life of Des Moines an opportunity 
to change their policy premiums hereafter to the non-partici- 
pating rates of that company, as shown in their No. I rate 
book, 1917 edition, and that the President be authorized to 
employ such plan to this end as in his judgment is best for the 
submission of the same to these several policyholders.’ 

“The following is a copy of a letter sent to the holder of a 
deferred dividend policy: 


Dear Sir: 


With the acquisition of the business of the American Life of 

Des Moines, we acquired a small amount of the so-called 
“deferred dividend” insurance. This is the plan that was so 
objectionable to the Armstrong Committee in the New York 
investigation, in fact it was found to be so unsatisfactory that 
most states passed laws prohibiting its writing in the future. 
At the time of taking over the business of the American Life, 
we find that they had credited you with an accumulated deferred 
dividend to your policy of $68.00 and while this dividend would 
not be due you under the terms of the policy until the twentieth 
year, still if you desire to change this policy to a non-partici- 
pating form, we will pay you this $68.00 in cash and reduce your 
premium hereafter from $43.80 to $39.80 annually. 


“If you desire to make this change in your policy, please sign 
the duplicate agreements enclosed herewith and send them to 
us, when they will both be promptly approved and one copy 
returned to you to attach to your policy, together with our check 
to your order in the amount of $68.00. 

Yours very truly, 
President.’ 

“Except as to amount of premium and amount of deferred 
dividend, wihich of course varies according to ages, this form of 
letter has, we understand, been sent to each deferred dividend 
policyholder. 

“This form of agreement required in connection with the change 
to a non-participating basis, is as follows: 


Ey eésnnneeeeses whose life is insured by Policy No. .......... 
issued by the American Life Insurance Company of Des Moines, 
Iowa, in the amount of $.........., which policy has now been 


assumed by the American Life Insurance Company, Detroit, 
Michigan, hereby agree that, in consideration of the payment to 
me by said American Life Insurance Company, Detroit, 
Michigan, of $.......... in cash, being the amount now appor- 
tioned to said policy as Deferred Dividend, and the reduction of 
the premium on said policy form $........ annually to $........ 
annually for the balance of the premium paying period, com- 
mencing with the next premium due date, all provisions of the 
said above described policy for dividends or participation shall 
be cancelled and become void, and gaid policy shall be con- 
tinued as a non-participating policy, provided premium in the 
reduced amount shall be paid as the same may become due. 
subject to all the terms and conditions of the original contract 
except as to participation, or dividends. 


‘This agreement is executed in duplicate and shall not become 
effective until] one copy thereof is approved in writing by the 
President or Secretary of the American Life Insurance Company, 
Detroit, Michigan, and mailed to me to be attached to the policy, 
together with the company’s check for the amount of cash 
payment above specified. 


Witness Insured’ 


a ee 





hes Si 
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“The above agreement is hereby approved on behalf of the 
American Life Insurance Company, Detroit, Michigan, and the 
original hereof mailed on this date to the insured, together with 
‘ e Company’s check for $........ payable to the order of the 
Insured, and the above mentioned policy is hereby modified and 
continued as non-participating policy according to thé terms of 
the above agreement of the Insured. 


President 
Secretary.” 


Detroit, 


“One hundred and eighty of the deferred dividend policies have 
thus been changed to a non-participating basis. 


Dividend Schedules 


“The Deferred Dividend Schedule of the American Life of Des 
Moines was as follows: 


30% of mean costs, plus 
1% of mean reserves, and 
4% of net premium. 


“December 31, 1920, the American Life of Des Moines set up as 
a liability for deferred dividends one-half of the amount due 
according to the above schedule. 


“While the above schedule was used for statement purposes, 
it was not used in actual settlement with policyholders. The 
practice was to allow in settlement a sum equal to the amount that 
would have been paid annually under the annual dividend schedule 
of the Company improved at 5% interest. 

The annual Dividend Schedule was as follows: 


1% of net premium, plus 

25% of mean costs, plus 

1% of terminal reserve, plus 
an arbitrary loading. 


“The annual Dividends of 1916 and 1917 were the same, while in 
1918 the dividends were two-thirds of the 1916 dividend. No 
dividends were paid in 1919 owing to the unfavorable experience 
from influenza. In 1920 the dividends were one-third of the 
amount shown by schedule. 


“The amount set up in the Deferred Dividend Fund in the 
statement of the American Life as of July 31, 1921, was $31,797.00. 

“In the report of the method of dividend payment and apportion- 
ment of the American Life of Des Moines, as made by the Actuary 
of the Iowa Department, it is stated: 


‘Deferred dividend schedules were found to be computed as 
follows: 30% of the mean cost of insurance, plus 1% of the 
mean reserve, plus % of 1% of the net premium. Interest accumu- 


lation is at a rate of 5% per year. On December 31, 1920, the 
company set up as a liability for dividends apportioned to 
deferred dividend policyholders one-half of the amount shown 
to be due them by the above method of computation. While the 

schedule referred to above is not used in making payment, 
when a deferred dividend falls due, it has been the practice of 
the company to accumulate at 5% interest the amount that 
would have been paid annually under the annual dividend 
schedule and the policyholder is paid on this basis. According 
to this latter method of payment, the amounts annually paid 
are in excess of the amount shown by the deferred dividend 
schedule, and since only one-half of the amount of this schedule 
is set up as a liability, it must be seen that the liability carried 
by the company is far too low.’ 


The Deferred Dividend provisions in the 
American Life of Des Moines, read as follows: 


policies of the 


‘Accumulation Options and Guarantees 


This policy participates in the profits of the company an-1 
dividends shall be apportioned to it as hereinafter provided. 


Ten and Fifteen Year Options 


(1) At the end of the tenth or fifteenth year the insured may 
surreder this policy, and accept the guaranteed reserve speci- 
fied in the above table on this page, in cash, AND IN ADDITION 
THERETO RECEIVE THE FULL AMOUNT OF THE ACCUMU- 
LATED PROFITS IN THE SURPLUS FUND BELONGING TO 
THIS POLICY, or 


(2) Convert the entire cash surrender value to the purchase 


of paid-up insurance, subject to satisfactory evidence of good 
health, or 


— 








(3) RECEIVE THE FULL AMOUNT OF THE ACCUMU- 
LATED PROFITS IN THE SURPLUS FUND BELONGING TO 
THIS POLICY in cash, and accept paid-up endowment insurance, 
which shall be payable to the insured in cash at the end of 
the twenty year endowment period. 


Twenty Year Options 
(1) At the end of the twentieth year the insured may sur- 
render this policy, and accept the guaranteed reserve specified 
in the above table on this page, in cash, AND IN ADDITION 
THERETO RECEIVE THE FULL AMOUNT OF THE ACCUMU- 
LATED PROFITS IN THE SURPLUS FUND BELONGING TO 
THIS POLICY, or 


(2) RECEIVE A PAID-UP POLICY FOR ......... DOLLARS 
AND WITHDRAW ........... DOLLARS, in cash, AND IN 
ADDITION THERETO RECEIVE THE FULL AMOUNT OF 


THE ACCUMULATED PROFITS IN THE SURPLUS FUND 
BELONGING TO THIS POLICY, in cash, or 

(3) RECEIVE THE FULL AMOUNT OF THE ACCUMU- 
LATED PROFITS IN THE SURPLUS FUND BELONGING TO 
THIS POLICY and accept paid-up insurance for.............. 
Dollars, upon furnishing satisfactory evidence of good health, or 

(4) RECEIVE THE ENTIRE CASH SURRENDER VALUE 
OF THIS CONTRACT CONVERTED INTO PAID-UP INSUR- 
ANCE on the basis of Dollars and 
paid-up insurance for each dollar of the said cash surrender 


vaiue, subject to satisfactory evidence of good health, or 
(5) RECEIVE THE FULL AMOUNT OF THE ACCUMU- 


LATED PROFITS IN THE SURPLUS FUND BELONGING TO 
THIS POLICY, in cash, and accept paid-up insurance for 
sadeeounee dollars, on which the company guarantees to pay not 
less than four per cent. annual interest during the continuance 
of this policy, which may be surrendered for its face value in 
cash at the option of the insured, or 
(6) RECEIVE PAID-UP INSURANCE FOR THE AMOUNT 

OF THE ENTIRE CASH SURRENDER VALUE OF THIS 

POLICY, evidence of good health will not be required, on which 

the company guarantees to pay not less than four per cent. 

annual interest during the continuance of the policy, which may 
be surrendered for its face value in cash at the option of the 
insured.’ 

“Since acquiring this business the company has paid out on 
Deferred Dividend policies exchange to a non-participating basis, 
the sum of $11,191.00, which amount was based on the liability as 
reported in the Annual] Statement and is not the sum that would 
have been paid based on Annual Dividends with 5% interest. 

“In this connection, we call your attention to the fact that 
the company agreed that it would continue to make dividend 
settlements on the same basis as was employed by the American 
Life of Des Moines, 

“We do not understand, however, how the company can make 
settlement with deferred dividend policyholders and pay them 
the amount apportioned or provisionally ascertained or credited 
and held awaiting apportionment, until the end of the deferred 
dividend period. 

“The recipients of these payments may be estopped from 
complaining, but certainly it works no estoppel as against the 
persistent survivors. 

“We have, therefore, set up in liabilities a sum based on 
annual dividends with 5% interest regardless of the fact that 
the company has paid out the $11,191.00 as above stated. 

“We are of the opinion that when a deferred dividend policy 
terminates before the end of the deferred dividend period that 
the policyholder forfeits all interest in the fund to the survivors 
and not to the general surplus of the company. 

“We have, therefore, proceeded on this theory and set up the 
liability on account of this item in the sum of $71,650.57. 


Dividends to Policyholders 

“On the participating business taken over, the company is 
allowing dividends equal in amount to the difference between 
the participating and the non-participating rates that were in use 
by the Des Moines Company. The company advises us that 
this method of apportionment is temporary and that a schedule 
will be worked out as soon as possible that will provide equit- 
able returns to participating policies.” 

This report was signed by L. J. Treanor, Chief Examiner. 
Insurance Department of Michigan; Raymond F. Reitter, Actuary. 
Insurance Department of Michigan; C. FE. Dailey, Examiner. 
Insurance Department of Iowa, and T. J. McComb, Consulting 
Actuary, Insurance Department of Oklahoma. 
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COMMERCIAL TRAVELERS LIFE AND ACC, ASS’N., 
CLEVELAND, OHIO 


Report of Examination Reviewed 


This association was examined by the Insurance Department 
of Ohio as of June 30, 1922, the report being dated July 22, 1922. 


The financial standing of the association as ascertained by 
the examiner in brief was as follows: 
i | SL. 66s 0e0 665060008 60sese0eo60seseeeds $520,266 
CORE GRRE ccc ccccccccccccccccscoccescccccccceceses 9.490 
eee, BOOSTER, Dele cccccccsccccccscocesveecvescecsoees 525 
fT ee PPT TTT TTT TTT TTT TTT TT TTT 2587 
Accident premium 9 Tre@Serve............scececeeseeeees 2 530 
Net present value old age benefits................. 120,041 

Examiners Comments Extracts 
History 

The association was organized August 28, 1880 by a small 

group of commercial travelers of Cleveland, Ohio, for the pur- 


pose of mutual social benefit and to provide a fund for burial 
expenses by the contributions of its members. 

On February 28, 1882 it was incorporated for the purpose of 
conducting life and accident insurance on the assessment plan 
which plan has been continued up to the present time. 

At the annual meeting of the association held January 14, 1922, 
the articles of incorporation were amended to read as follows: 

First: The name of said association shall be “The Commercial 
Travelers Life and Accident Association of Cleveland.” 

Second: Said association is formed for the purpose of trans- 
acting the business of life insurance on the legal reserve or level 
premium plan as a mutual company without capital stock, and 
the purpose of, transacting the business of accident insurance 
on the assessment plan, and the further purpose of continuing 


its business of life and accident insurance on the assessment 
plan as to such of its certificates of membership as are now 
outstanding. 


under the 
such officers 
the constitution 


Fourth: The business of the association shall be 
management of a board of directors together with 
as Shall be from time to time provided for in 
and by-laws of the association. 

At the same meeting of the association a new constitution and 
new set of by-laws were adopted. 

Officials 
At present the officials of the association and the members of 
the board of directors are as follows: 
CC, A. Nesbitt, President 
George W. Kinney, Vice-President 
Russel B. Wright, Secretary 
C. A. Nesbitt, Treasurer 

Directors: C. A. Johnson, T. H. Jones. H. F. Klein, C. R. 

Miller, A. H. Smith, H. A. Taylor, and O. W. Upson. 


Reserve for Certificates 


“A special valuation of the association's assessment 
tificates was not made for this report. 
the valuation determined 


life cer- 
We have used $59,577.00. 
by the actuary of the department for 


all certificates in force December 31, 1921, as an estimate for 
this liability. It is practically correct as the association has 


not made much increase in its membership and insurance in force 
since that date. 


Reserve for Accident Premiums 


“We determined the amount of accident premiums in force and 
used 50% of the amount for the unearned liability. While most 


like associations have no such liability on account of not 
collecting their assessments, until the end of the period for 
which the assessment was levied, this association should be 


charged with a liability for the unearned portion of its accident 
assessments on account of collecting the assessments in advance. 


Maturing Age Benefits 

“The association’s certificates for Class A and Class B mem- 
bership entitles members, at their request, on reaching age 70 
to receive annually one-tenth of the amount of their certificates 
until the face of the certificate is exhausted. All such certificates 
with the unpaid portion were noted and the present value of 
all such certificates was ascertained by the actuary of the de- 
partment for this liability.” 

The following examiners took part in this examination: J. V. 
Cameron, D. O. Crites, I. I. Morrison, W. W. Wolford. and M. L. 
Van Meter, who signed the report. 
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EQUITABLE LIFE ASSURANCE SOCIETY, 
NEW YORK 
Elects Three New Directors 


At the September meeting of the board the following directors 
were elected: 

Thomas I. Parkinson, New York 
Edward C. Blum, Brooklyn 
Jesse Slingluff, Baltimore 

Thomas I. Parkinson, second vice-president, has had broad 
legal experience. He is Professor of Insurance Law in the 
Faculty of Law at Columbia University, and has served as 
Special Assistant to the U. S. Attorney General. During the war 
he served ag Major, Judge Advocate-General’s Office, and in the 
early months of 1919 was Specia] Legal Advisor to the Director 
of the Bureau of War Risk Insurance. In 1919 he was appointed 
Legislative Draftsman of the United States Senate, assisting in 
the formulation of many important laws, including the Railroad 
Transportation Act, the Merchant Marine Act, and the Budget 
bill. As second vice-president he has, among other important 
duties, supervision over the society’s foreign affairs. 

Edward C. Blum is vice-president and a director of Abraham 
& Straus, one of Brooklyn’s leading department stores. He is a 
Trustee of the Dime Savings Bank of Brooklyn, of the Kings 
County Trust Company and of the Security Safe Deposit Com- 
pany *of Brooklyn. 

Jesse Slingluff is a member of the law firm of Marbury, Gosnell 
& Williams, of Baltimore, and is widely known in the legal 
circles of that city. 





THE HOMESTEADERS, 
DES MOINES, IOWA 
Report of Examination Reviewed 
This fraternal beneficiary society was examined by the Insur- 
ance Department of lowa as of July 31, 1922 the report being 
dated September 1, 1922. 
The financial statement as prepared by the examiners shows: 


ED ti eee eee eenddeetkeebetebsouse $657,705.77 

ee ED GD ccc ccdcecsccenceccectesevavesces 53,233.65 

PS: MN: CR. iccuncnganesueeounsodedhessann chan 6,760.09 

I 27,804.11 

MOBOEVO cccccecceccece werrrrrrT Tr Tr a 172,798.54 

Ce ED cs enbnncdncddidameadeadseseeneenece 32,826,500.00 
Examiners Comments—Extracts 


Liabilities 

“The present value of disability claims payable in instalments, 
amounting to $4,071.68, covers two claims incurred on legal reserve 
certificates which provide for the payment of a life annuity of 
ten per cent. of the face of the certificate, waiver of all future 
assessments and payment of the face of the certificate at death 
of the member. These values were arrived at from Hunter’s 
Disabled Life Table at 3% interest. 

“The present value of old age claims, payable in instalments, 
amounting to $6,393.98 comprises the present value of unpaid 
instalments on eleven claims under Expectancy Deduction certifi- 
cates which provides for the payment to the holder of ten per 
cent. of the face of the certificate annually for nine years and 
balance at death to the beneficiary, with the aggregate amount 
of unpaid instalments payable to the beneficiary providing death 
occurs before the expiration of the nine year period. 

“The legal reserve on business on the American Experience 


and National Fraternal Congress tables was computed by means 
of a group valuation of all business of these classes in force as 


of the date of this examination. 
Division of funds, July 31, 1922. 


Benefit fund, expectancy deduction................. $96,989.25 
Surplus benefit fund, expectance deduction.......... 236,305.37 ~ 
Se WO ccc cccccccccscccscesessce 239,858.74 
Legal reserve disab. fund, legal reserve............ ; —12.45 
Contingent fund..... $b HSb0bU0O0N55 06s bS560 bee de<00< 6,913.80 
ee 4,200.15 
ee is ica ca dceheede 6ennseeeeeedenees. ee 418.89 





$584,673.78 
“The funds provided by the Articles of Incorporation are as 
follows: 
“Article XV. Expense Fund, consists of, 
(a) not more than 75% of the first twelve assessments on each 
member holding expectancy deduction certificates and not more 
than 20% of all subsequent assessments on such certificates. 


; 
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(b) The first year’s assessments or periodical contributions less 
accrued benefits and | ot to exceed 20% of all subsequent assess- 
ments and contributions on all other forms and plans of certi- 
ficates and such. 

(c) Other funds as may be derived from membership, certificates 
or expense fees, profits from supplied and such other sums as 
may from time to time be provided for that purpose by laws of 
the society. 

“Article XVI. Benefit Fund, consists of, 

(a) not less than 25% of the first twelve assessments on each 
expectancy deduction certificate and not less than 80% of all 
subsequent asseSsments thereon. 

(b) All assessments and periodical contributions on all forms 
and plans of certificates other than expectancy deductions sub- 
sequent to the first year’s contributions, less expense fund pro- 
vided in article XV and such amount as is necessary to provide 
and maintain proper and required reserve thereon. 

“All benefits due members or their beneficiaries are paid from 
benefit fund except benefits accruing on certificates other than 
expectancy deductions during first year of same, 

“The Board of Directors may at any regular meeting of the 
Board transfer from the benefit fund to the surplus benefit fund 
any sum in excess of the amount of claims than reported and 
unpaid and in excess of one dollar for each member in good 
standing on last day of the month immediately preceding such 
transfer. 

“Article XVIL. Surplus Benefit Fund; 

First, such amounts as are transferred to it from benefit fund 
as provided in Article XVI. 

Second. The fund Known as a Special reserve fund which shall 
consist of mean net values based on a table of mortality not 
lower than that required by American Experience 4% on all cer- 
tificates with rates based on some standard table of mortality 
and which fund shall be used solely to protect such certificates 
and assure integrity of promises and agreements therein. 

“That part of surplus benefit fund not ineluded in special 
reserve fund shall be available for payment of claims when- 
ever the balance in benefit fund is not sufficient to meet, same 
and Board of Directors shall have authority in such case to 
transfer sufficient funds from surplus benefit fund to benefit 
fund to meet such requirements. 





Cash Kefund to Members 

“Under date of May 15, 1922 the society made a cash refund 
to all members holding certificates on American Experience 
rates who had been in good standing for one year or longer. 
This refund amounted to one full monthly assessment and was 
paid from the benefit fund, and consisted of a return to mem- 
bers of a part of the excess in the benefit fund over the legal 
reserve on these certificates. While this refund has the effect 


of waiving one assessment it appears doubtful whether authority 
exists for an actual disbursement of cash of this nature from 


the benefit fund, although it is admittedly a more satisfactory 
way of handling the matter from the standpoint of labor at the 


come office since many of the members pay quarterly, semi- 
annually and annually. 
Death Claims 
“Death claims are settled promptly and equitably. There is 


little litigation and no claims are contested 
where such a course is fully justified. 
Exhibit of Adequate Rate Certificates and Form of Benefits 


except in cases 








i oO . '6 Cheddddedeeen dead de dedeenedatndeun $2,168,500.00  ; 
ie RS er ron eer ee hee ee eee 2.598,500.00 
i ey ee’ Sn on i vwacudeebdebedewdesbeveusdsc 1.889,500.00 
ee Sve bie tsndivcotddecdiduscvedetsentas 4,161,000.00 
i. > ee Ci) tee inde eaweusiosneceeensenned 825,500.00 
Cy Bee BW. Ge SORE GRGUCRIONS oo ov ccecéccccoccecs 96,000.00 
I. New expectancy deduc. (Am. Ex.).............. 7,000.00 
i: re Or i Ce is aces Weeds cededccedwes 29,500.00 
Se MD «INS 6 0 os kc ccncccesetcscves 11,775,500.00 
eS Ci cs dcceeas: easeestskecessneceaseo’ $11,775,500.00 
PE IS oc ccctonceeecdcccrevsosccocessens 21,051 ,000,00 
ns \ « GebtdnecnecevedaddenNeouebiuns 32,826,500.00 
Accident benefit supplementary..................... 6,566,000.00 
. Certificate Forms 

“The inadequate rate business was written on the so-called 
expectancy deduction certificates which provide for a yearly 


increasing amount of insurance until the expectancy of life is 











| attained after which time the certificate becomes payable for its 


face at death. These certificates further provide an old age -dis- 
ability clause under which in case of total disability after age 
seventy, one-tenth of the face of the certificate becomes payable 
each year for nine years and the remainder at death, and in 
event of death before the expiration of the nine year period the 
aggregate unpaid installments become payable in one sum: 

“The adequate rate business is on the following forms : 

“Whole life; twenty payment life; whole life special; twenty 
payment life special: old age endowment; term to age 60; 
whoe life N. F. C., 4% and expectancy deduction N. F, C. 4%. 

“All except the two last are on the American Experience Table 
of Mortality and 4% interest. 

“The specials are forms to which old members are transferred 
from the inadequate rate group and contain no total disability 
provision, but a rider may be attached providing for accident 
and maternity benefits and double indemnity for accidental death 
while traveling, for an additional assessment of twenty-five cents 
per month per thousand. 

“Practically all business now being written is on the Ameri- 
can 4% certificates a small amount being on the N. F. C., 4% 
basis. 

“The substantial increase in the legal reserve business, and 
the fact that the society has, since July 1, 1919, written all new 
business on a table of rates based on a standard mortality table, 
is gratifying evidence that every effort toward proper provision 
for the future protection of its certificate holders is being made. 

“The management of this society has, from time to time 
taken occasion to call to the attention of the members of the 
inadequate rate class, the advantages of transferring their mem- 
bership to a rate of contribution based on a standard table of 
mortality, but up to the present time, the matter has remained 
entirely optional with the individual, the society not having 
adopted any legislation making a transfer conpulsory. 

“Your examiners would desire to call your attention to the fact 
that the society has, at date of this examination, over twenty- 
one millions of inadequate rate business, and in this connection, 
we believe it should be a matter for serious consideration on the 
part of the management that the necessary action be taken to 
place this business upon an adequate rate basis, at the earliest 
possible time.” 

The report was signed by L. O. Shudde, Actuary, and H. B. 
Sturtevant, examiner in charge, who were assisted by H. J. Van 
Aken, R. F. Long, F. J. Wilbois and Ralph Kennon. 





MASON’S ANNUITY, 
ATLANTA, GA. 
Reinsures Its Business 

This society has been reinsured by the Southern Insurance 
Company, Nashville, Tennessee, as of February 4, 1922. In de- 
scribing this transaction the Insurance Department of Georgia 
States: 

The Southern Insurance Company of Nashville during October 
1922 effected ai re-insurance arrangement with the Mason’s 
Annuity, whereby it took over all the policyholders of the latter 
company as of February 4, 1922, the date of the receivership of 
this institution. The re-insurance contract has been approved 
by the court. This covers the entire living membership of the 
Mason's Annuity, and results in the turning over to the Southern 
Life Insurance Co. of 90% of the premiums paid by such members 
from February 4, 1922, to date: the remaining 10% having been 
on that date ordered set aside by the court for expenses. 

“Liens have been placed upon the policies for the existing 
reserves as of the date named, leaving the entire assets of the 
Mason’s Annuity prior to February 4, 1922, subject to the decision 
of the Supreme Court on the rehearing, which decision has not 


yet been made. When distribution under that decision is even- 
tually made of course whatever portion of the assets are deter- 
mined to belong to the living members will be used to reduce 
their lien indebtedness.” 
COPY OF COURT ORDER 
MRS. CORA L. MeCLELLAND, Et Al 
vs. 
SUPREME LODGE OF THE MASONS’ ANNUITY 
No. 51408 
Fulton Superior Court 
“The application of the defendant and The Southern Insurance 
Company coming on to be heard; and 
“Whereas the Board of Directors of the defendant have de- 
Continued on next page 
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MASON’S ANNUITY—Continued 


termined that in no event is it practical for the defendant to 
continue its business but that it must reinsure its members and 
this action has been ratified by the Supreme Lodge. 

“Whereas, it is made to appear to the court that many mem- 
bers of the defendant have for various causes become uninsur- 
able and cannot obtain insurance to replace their insurance 


carried in the Masons’ Annuity except by some form of rein- 
surance, or group insurance, and 

“Whereas, the court desires to avoid the hardship that will 
result to such members from the loss of their said insurance 
unless some method is adopted to enable them to continue 
insurance on their lives; and 


“Whereas, it is made to appear to the court that the present 
contract will fairly enable them to continue their insurance in 
effect, and that by this form of group insurance all of the 
members of the Masons’ Annuity who desire to do so can con- 
tinue insurance on their lives on a fair and equitable basis; and 

“Whereas, it is made to appear to the court that the pro- 
posed contract does not affect in any way any rights or claims 
asserted by the plaintiffs in this case, or those similarly sit- 
uated, or in any wise prejudice the matters asserted in this 
litigation, or which might hereafter be asserted herein; nor 
does the court, by approving the said contract, surrender any 
of its control over any funds or assets claimed by the plaintiffs, 
or those similarly situated, or which might. hereafter be claimed 
by them. 

“It is thereupon considered, ordered, and decreed, as follows: 

“By this decree the court does not directly or indirectly pre- 
judice any rights asserted by the plaintiffs herein, nor does the 
court now surrender control over any assets except ninety per 
cent. of the amounts paid in as a special deposit since the re- 
ceivers were appointed under the order dated the 7th day of 
February, 1922, for said deposit to keep in force the contracts 
of living members, (in which said deposit the plaintiffs claim no 
interest) but on the contrary the court retains full control of a!l 
other assets of the defendant, and the full right and power to 
continue the litigation with regard thereto and with regard to 
any accountings or other claims which may hereafter be asserted 
by amendment herein, either against the assets or the members, 
as fully and completely as if this decree had not been entered. 

“It is decreed that the court does hereby approve the said 
contract of insurance by The Southern Insurance Company, and 
authorize the same to be put into force and effect. 

“The court directs the receivers herein to deliver to and pay 
over to The Southern Insurance Company ninety per cent. of all 
dues received by the receivers and placed in the said special 
deposit, as aforesaid, upon The Southern Insurance Company 
filing with this court a bond with good security. to be approved 
by the clerk of this court, conditiomed as hereafter stated, in the 
sum of $75,000.00, and the receivers are directed to take the 
receipt of The Southern Insurance Company for the amount so 
paid over and to attach the same to a report and file the same 
with this court. 

“The said bond is to be payable to the receivers herein for the 
use of whom it may concern, and to be conditioned on The 
Southern Insurance Company promptly paying to any of the 
members paying in said special deposit, who may elect not to 
accept the said reinsurance but to claim the return of the said 
money, the amounts due said members out of said deposit and 
so received by The Southern Insurance Company. Any member 
desiring a return of his part of said deposit and claiming to be 
denied the payment thereof under this provision shall have ‘the 
right to file his claim in this court in this case at any time 
within twelve months of the date hereof, and the court reserves 
the right in this case to enter judgment against the obligors in 
said bond for any such claim; but in the event no such claims are 
filed herein within twelve months The Southern Insurance Com- 
pany shall have a right to an order discharging said bond, and 
in the event any such claims are filed, then an order discharging 
the bond except as to such claims so filed. On making the pay- 
ment and filing said receipt the receivers are discharged from 
all further liability as to the fund so paid over. 

“The receivers are directed to give to The Southern Insurance 
Company reasonable access to the books, records, and particu- 
larly to the certificate records of members so insured by The 
Southern Insurance Company, and to furnish them all the nec- 
essary data from the said records in order for them to properly 
and completely carry out their obligations under their said con- 
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tract, but all of said matters and all actions of the said South- 
ern Insurance Company are to be without expense to the 
receivers, or to the parties to this cause. 
“In Open Court this the 11th day of October, 1922. 
GEO. L. BELL, 
Judge S. C. A. C.” 





METROPOLITAN LIFE INSURANCE COMPANY, 
NEW YORK 


Makes More Mortgage Loans 


This company on October 12, 1922, authorized loans on bond 
and mortgage amounting to over four and a half million dollars. 
Of these a little over eight hundred thousand dollars were for 
new houses to accommodate two hundred and fifty-two families; 
about three hundred thousand dollars in buildings already erected, 
and about $2,400,000 on business buildings. The building loans 
were scattered in the states of Ohio, Michigan, Wisconsin, Minne- 
sota, Illinois, Nebraska, Iowa, Indiana, North and South Carolina, 
Georgia, Tennessee and Kentucky. The housing loans included 
twenty dwellings in Los Angeles and one loan of a million dollars 
was made on a business building in that city. 

A total of more than a million dollars were farm loans, the 
principal being in Iowa, Indiana, Alabama, Missouri, Oklahoma. 
South Dakota, Tennessee, Illinois and Georgia. 

The interest rate in New York City was six per cent; in all 
other places at the rate prevailing in the locality. 

On October 26 the Company authorized further loans on bond 
and mortgage amounting to $6,055,500. Of these $1,166.700 were 
farm loans and of the balance about three million dollars were 
housing loans and just short of two million dollars were on 
business buildings. The housing loans were for 652 dwellings 
outside of New York to accommodate seven hundred and twelve 
families, and for twenty-nine apartment houses to accommodate 
two hundred and sixty-nime families, a total of nine hundred 
and eighty-one families. On these the loans amounted to 
$2,861,500. In New York City loans were made for $71,000 on 
ten dwellings to accommodate twenty families, and $24,000 on 
one apartment to accommodate eighteen families. The housing 
loans were widely scattered in New York, Massachusetts, Penn- 
sylvania, West Virginia, Virginia, North and South Carolina, 
Georgia, Alabama, Tennessee, Kentucky, Ohio, Indiana, Michigan, 
Illinois, Wisconsin, Minnesota, Iowa, Nevada, Kansas, Montana, 
Utah, California, Oregon, Oklahoma, South Dakota and Nebraska. 
The farm loans were principally in the southern and middle 
western states. 

The interest rate was that prevailing in the locality. 





NEW YORK LIFE INSURANCE COMPANY, 
NEW YORK 


Issues New Policy Form 


In September 1922 this company put out new forms of endow 
ments at 6 and 6 providing for continuous premium payment ) 
during endowment periods or with premium limited to twenty’ 
payments, 

The policies contain: 

Disability Benefits 

There are two important new features in the disability clause: 
(1) the disability benefits take effect in event of disability before 
maturity of the endowment whether at 60 or 6; (2) the monthly 
income of $10 for each $1000 of the face amount in event of dis- 
ability does not terminate with the maturity of the endowment 
but continues during the continued disability of the insured until 
death or recovery. 

In other respects the disability clause is the same as under 
other endowment policies. 

Optional Benefits at Maturity 

The insured has the choice of one of the following benefits on 
the maturity date: 

OPTION (A) Endowment to Insured: An endowment of the 
face amount of the policy payable in cash on the maturity date. 

Option (B) Monthly Income for Life: A monthly income of 


‘$10 for each $1540 of the face amount if the endowment matures 


at age 60 or a monthly income of $10 for each $1370 of the face 
amount if the endowment matures at age ©. The monthly in- 
come is payable during the lifetime of the insured, commencing 
with a monthly payment on the maturity date and ending with 
the monthly payment immediately preceding death. At the 
death of the insured, if the sum of the income payments made is 
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less than the face of the policy, the remainder of the face amount 
is payable to the beneficiary. 

Under this option the company pays not less than the face 
amount and may pay much more if the insured lives long. 

Option (C) Partial Endowment and Paid-Up Life Policy: An 
endowment of $515 for each $1540 of the face amount if the 
endowment matures at age 60, or an endowment of $380 for each 
70 of the face amount if the endowment matures at age 65 
yable in cash to the insured: and a participating paid-up life 
policy for the face amount payable to the beneficiary at the death 
of the insured. 

Evidence of insurability satisfactory to the company is required 
to secure Option C. 

The insured must notify the company in writing which of the 
three options he selects. If no selection has been received 30 days 
before the maturity date settlement will be made under the 
first option. 

These contracts are issued with disability and double indemnity 
benefits or with either or without either the disability or double 
indemnity feature. 

Sub-Standard Risks 


When policies are issued on sub-standard risks the age will 
not be advanced but an extra premium will be charged instead. 


Dividends 


These policies will participate in surplus on the same scale as 
other endowment policies. 

Where dividends are left fo accumulate at interest until the 
maturity date the accumulated amount may then be taken in cash 
or it may be applied to increase the life income to the insured. 
Where dividends are applied to purchase participating paid-up 
additions and the insured survives to the maturity date the paid- 
up additions may then be taken in cash or applied to increase the 
monthly income to the insured. The accumulated dividends or 
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SOUTHERN INSURANCE COMPANY, 
NASHVILLE, TENN, 


Reinsures the Mason’s Annuity 


This company during this month (October 1922) reinsured the 
business of Mason’s Annuity of Atlanta, Ga. See article on the 
latter institution elsewhere herein. 


STATE MUTUAL LIFE ASSURANCE COMPANY, 
WORCESTER, MASS. 


This company has issued its dividend booklet showing the scale 
of annual dividends payable in 1923 which shows that increases 
in dividends have been made up to about age 45, as illustrated 
below: 


Annual Dividends Payable During Year Beginning January 1, 1923 
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